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WEDNESDAY, FEBRUARY 1, 1956 


Untrep States Senate, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to call, in room 301, Senate Office 
Building, at 10:05 a. m., Senator J. W. Fulbright (chairman) pre- 
siding. 

Preset Senators Fulbright, Robertson, Frear, Lehman, Morse, 
Capehart, Bricker, Bennett, Bush, and Payne. 

he Cuarrman. The committee will come to order. 

This hearing is designed to look into the proposed sale of the syn- 
thetic rubber plant at Institute, W. Va., to oodrich-Gulf Chemicals, 
Inc. 

Under Public Law 336 of this Congress, the proposed sale comes to 
the Congress for review, and becomes final unless either House passes 
a resolution of disapproval within 30 days. I ask that the report of 
the Disposal Commission, and the brochure discribing the plant be 
inserted as an appendix to the record. 

Our problem is not an easy one. 

I think there will be no question that putting the plant into opera- 
tion would be desirable. The output would be helpful to the rubber- 
consuming industry, and the employment would be welcome in the 
area. In addition, the sale would yield the Government a substantial 
sum of money, and terminate the sizable maintenance costs. 

On the other hand, the Department of Justice has expressed serious 
concern over this sale. In the first place, before the Commission 
reached its decision to sell the plant to Goodrich-Gulf, the Depart- 
ment of Justice— 


advised the Commission that a sale of that plant to Goodrich-Gulf or to Good- 
year Synthetic Rubber Corp. would not best foster the development of a free com- 
petitive synthetic rubber industry, since such disposal would add significantly to 
the substantial position presently held by these companies in the field of synthetic 
rubber. 

Instead, the Department pointed out that a sale to other eligible bid- 
ders not engaged in making synthetic rubber would broaden the base 
of competition and would afford greater assurance to small business 
of an adequate supply of synthetic rubber. Furthermore, the Attor- 
ney General took the position that— 


Were this a private tranaction rather than a sale by the Government subject to 
the review of the Congress, I would probably request a Federal court to enjoin 
consummation pending a determination of legality by the court under section 7 of 
the Clayton Act. 

_ With these persuasive arguments for and against the proposed sale, 
it may be that we should also consider the possibility of reopening the 
bidding, which would require new legislation and would involve some 


delay, ut might in the long run be more satisfactory from all points 
of view. 
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In addition to Senate Resolution 197, concerning the Institute, W. 
Va., plant, I have received a letter from Senator Clements, of Ken- 
tucky, enclosing a copy of S. 3091, a bill to amend the Rubber Pro- 
ducing Facilities Disposal Act. to permit the sale of the alcohol 
butadiene plant at Louisville, Ky. This plant is now under lease for 
4 years to Publicker Industries, Inc. Guler this short-term lease, it is 
not practicable for Publicker to enter into long-term sales contracts 
or to make substantial capital improvements. It has, therefore, been 
suggested that the act be Se to permit sale,or a long-term lease. 

Senator Clements has requested that since many of the witnesses who 
might testify on S. 3091 will be present at this hearing, this oppor- 
tunity be taken to hold hearings on S. 3091 at the same time. I am 
sure the committee will be glad to do this. However, I think we 
should keep clearly in mind the distinction between the disapproval 
resolution on Institute and the new bill on Louisville. 

Perhaps we had better insert Senate Resolution 197 in the record. 

(The resolution referred to follows:) 


[S. Res. 197, 84th Cong., 2d sess.] 
RESOLUTION 


Resolved, That the Senate does not favor sale of the Government-owned 
synthetic rubber plant at Institute, West Virginia, known as Plancor Numbered 
980, as recommended in the report of the Rubber Producing Facilities Disposal 
Commission. 

The Cuatrrman. We are honored this morning by having as a wit- 
ness the senior Senator from West Virginia. Is Senator Kilgore 
here? If not, I see in the audience the junior Senator from West 
Virginia. Would he like to come forward and give the committee the 
benefit of his observations ? 


STATEMENT OF MATTHEW M. NEELY, A UNITED STATES SENATOR 
FROM THE STATE OF WEST VIRGINIA 


Senator Neery. Mr. Chairman, Dr. Oliver Wendell Holmes in “The 
Autocrat of the Breakfast Table” says: 

All economical and practical wisdom is an extension or variation of the 
arithmetical formula: Two plus two equals four. 

Equally simple and logical are the facts which impel West Virginia 
to oppose the pending resolution of disapproval on the sale of the 
Government’s idle, deteriorating, and tax-burdening rubber plant 
which is situated at Institute, a few miles from the capital of the 
State. These facts are briefly as follows: 

The Disposal Commission has recommended the sale of this plant 
to the Goodrich-Gulf Co. for $11 million—a sum more than twice as 
great as the present book value of the plant and almost twice as great 
as any other bid received for the property. To maintain this factory, 
which has long been idle, in standby condition for the 10-year period 
required by our national security would cost the Government $2,- 
400,000. For this expenditure of the taxpayers’ money they would 
receive absolutely nothing in return, 

Goodrich-Gulf has bound itself, in its contract of sale to make 
available to small business 81,000 tons of the plant’s 122,000-ton capac- 
ity. After acquisition the company will have only approximately 
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19.9 percent of the Nation’s total capacity for the manufacture of 
Government rubber-styrene, 

The Disposal Commission acted in this matter in pursuance of the 
statute which contains various criteria. One of these is the protec- 
tion of our national security. The sale of this idle plant to the highly 
responsible and thoroughly capable Goodrich-Gulf Co. under a con- 
tract requiring the plant’s maimtenance for 10 years is, beyond the 
shadow of a doubt, in the interest of such security. 

There are three other mandatory major criteria with which the 
Commission has fully complied. The first of these requires that 
small-business eae and users of rubber have an opportunity to 
obtain a fair share of the output of the facilities sold and to obtain such 
products at fair prices. In satisfaction of this requirement, the com- 
pany has, as previously indicated, agreed to allocate approximately 
two-thirds of its output to small-business enterprises. 

The second criterion is the requirement that if the plant is sold, it 
must be for its full and fair value. If anyone has even ventured to 
suggest that $11 million is not full and fair value for this plant, that 
fact has entirely escaped my notice. The highest bid received, except 
the one for $11 milhon for which the sale was made, was for $5.8 
million. The Commission unequivocally stated in its report that the 
latter sum would not be the full, fair value of the plant. In this 
decision informed opinion and commonsense would fully concur. 
Furthermore, the Commission points out that the sale of the plant for 
the lower bid would give the purchaser an unfair competitive ad- 
vantage over those who paid full, fair value for the other govern- 
mental synthetic rubber plants sold under the first disposal program. 
In the circumstances, under the statute, the Commission must sell the 
institute plant to Goodrich-Gulf for $11 million or not sell it at all. 
To continue the maintenance of the idle plant is to burden the tax- 
payers with the useless upkeep cost of a quarter of a million dollars 
a year. 

The third criterion with which the Disposal Commission must com- 
ply is the requirement that the sale provide for the development of a 
free, competitive synthetic rubber industry, and that such sale shall 
not permit the purchaser to possess unreasonable control over the 
manufacture of synthetic rubber. , 

If it were permissible for me to hazard a guess as to what was the 
principal motive that impelled the distinguished, able chairman of the 
committee to introduce the resolution under consideration, that guess 
would be to the effect that he fears the possibility that competition 
would suffer from the sale of the plant to the Goodrich-Gulf Co. 

The CHarrMAN. That is the principal issue. And, as I pointed out, 
it is raised by the Attorney General’s opinion on both—— 

Senator Neeiy. Of course, the Attorney General changed his mind. 
But let it be remembered that the eminent Mr. Emerson declared : 

A foolish consistency is the hobgoblin of little minds, adored by little statesmen 
and philosophers and divines. 

In this case, General Brownell, by changing his opinion so as to 
approve the sale of the Institute plant, escaped the Emersonian con- 
demnation and, in my judgment, also rendered a distinct service to 
the Government. 

The synthetic rubber industry, as envisioned by the Commission 
in its disposal program of a year ago and augmented by the sale 
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of the Baytown, Tex., plant last summer includes the elements neces- 
sary to vigorous competition, not only among the rubber fabricators 
who purchased the Government’s plants, but also among the oil and 
chemical companies which bought plants although they were not at 
that time fabricators of rubber. ese companies have no captive 
demand. They must competitively sell their products in the market 
place. The sale of the Institute plant to Goodrich-Gulf will not re- 
duce competition. It is more than likely to increase it. 

This criterion contains the restriction that the purchaser shall not 
have unreasonable control over the manufacture of synthetic rubber. 
The Commission’s report clearly shows that this industry is rapidly 
expanding, and that additional expansion is confidently expected. 
On the basis of these expansions, Goodrich-Gulf, after the acquisi- 
tion of the Institute plant, will have only 19.9 percent of the Gov- 
ernment rubber-styrene capacity of the country. Certainly this could 
not be considered unreasonable control, since there are a number of 
other strong competitors, each of which will have 10 percent or more 
of capactiy. Among these are the nonrubber fabricators—Shell Chem- 
ical Co. and Phillips Chemical Co. 

Attention is invited to the following discrepancies in the Attorney 
General’s opinion, which is reprinted in the Disposal Commission’s 
report. He says that Goodrich-Gulf after acquiring the Institute 
plant will have 25.2 percent of capacity. This conclusion or estimate 
is based on the originally assigned capacities of the various plants, 
and it is now unrealistic. Former capacities have been substantially 
increased and other increases are underway. The proper figures in 
this case are those used by the Commission which are based on exist- 
ing instead of original capacities. 

Mr. Chairman, to the best of my knowledge and belief, the fore- 
going is a factual statement of the merits of this case. Let me add a 
brief, sincere entreaty to the committee in behalf of the distressed 
unemployed of West Virginia, to several hundred of whom the opera- 
tion of the Institute plant would afford immediate relief. During 
the month of January just past, out of a total population of less than 
? million, 208,660 West Virginians kept their souls and bodies together 
by food furnished them by the Federal Government- The destitution 
of these unhappy ones is largely attributable to the unemployment 
with which West Virginia has been more greatly scourged than any 
other State in the Union, except Pennsylvania and Kentucky. 

A little more than a year ago the widely circulated U. S. News & 
World Report carried an illustrated article entitled, “Where Jobs 
Are Hardest To Get.” In that article West Virginia was listed as 
having 13 distressed unemployment areas, although at that time the 
national average was a fraction more than 1 jobless area for each 
of the other States. Iam authoritatively informed that the estimate 
of those requiring Government food in my State for the present month 
of February is 210,000, or an increase of 1,340 over last month. 

In view of all which, we entreat the committee, in addition to doing 
justice in this case, as it undoubtedly will, to extend its consideration 
to include a reasonable degree of sympathy for the suffering people of 
West Virginia, and to translate that sympathy into action, encouraged 
and comforted by the Pilgrim’s Progress assurance— 


He who bestows his goods upon the poor, shall have as much again, and 10 
times more. 
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Senator Rogertson. May I interrupt you there / 

Senator Neery. Certainly, notwithstanding the fact that I had con- 
cluded my remarks. 

Senator Ropertson. West Virginia and probably four other States 
produce more coal than Virginia. 

Senator Neety. That is true. 

Senator Rosertson. But we do produce some, and I am well aware 
of how tough it has been in those coal areas where up until last year 
they were working about 20 percent and now probably not over 30 
percent in many of the mines. I am well prepared to believe that 
there has been such serious unemployment in West Virginia that the 
establishment of and the expansion of this plant in that State will 
be a real benefit there. 

I was interested, though, in your last statement and I would like 
for you to amplify that, because I really do not know what is in- 
volved. Right off the bat I would say I believe in private enterprise. 
I would like to help my neighboring State also. 

Incidentally, somebody told me yesterday that two of the prom- 
inent leaders of West Virginia are now serving in the senate of Vir- 
ginia. They came from West Virginia, however. Well, we do not 
deny it, but I want to say I am interested in West Virginia. My 
brother lived there practically all of his business life, in entingtuat 

I want to know a little bit more from the standpoint of the tax- 
payers on the sale of this thing. Unfortunately I have not read the 
resolution, but I understand it is to block the sale of this. 

The Cuarrman. If the Senator will permit me, there is only one 
question involved. Nobody is against the sale of this plant to private 
enterprise at a good price. However, the Attorney General is re- 
quired under the basic law to give an opinion as to whether or not this 
fosters competitive private enterprise in this industry in the United 
States. 

He says if this were a sale between two private companies and the 
Government were not involved, he would recommend that it be sub- 
mitted to a court to determine whether or not it violates section 7 of the 
Clayton Act. But he says since it is a Government thing, he just 
passes it on to the Congress to determine. 

The only question involved is whether or not it is a violation, or 
whether or not it involves a lessening of competition in the sense that 
the Clayton Act enters into it. That is the only thing. Nobody is 
arguing about it being sold to private enterprise. 

Seniten Rosertson. The distinguished Senator from West Virginia 
is in a position to comment on that. First tell us from the standpoint 
of just the costs, which would be best for the taxpayers, that is, whether 
to keep this in a standby condition, or to sell it. The next thing is, if 
we do sell it, have we impinged upon the area of monopoly control ? 

Senator Neety. Mr. Chairman, I fully discussed that matter before 
the distinguished Senator from Virginia arrived, and I do not want 
to repeat it. 

Senator Carenart. Will the Senator yield? 

Senator Negeny. Certainly. 

Senator Carenart. I would like to say this: In all fairness to the 
chairman, Mr. Fulbright, he was obligated to introduce this resélution 
due to the fact that the Attorney General wrote to this committee the 
letter which he did. I have been studying the problem very, very care- 
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fully, and my best judgment is that the Attorney General was wrong 
and we ought to approve this sale. But I do want to say in all fair- 
ness to the chairman that he had no other course other than to intro- 
duce the resolution, in view of the Attorney General's letter. 

Senator Nee.ty. We fully appreciate that fact. 

Senator Caprnart. The price these people offer is $11 million. The 
second best price was about $5 million. So I think everything has 
been complied with, with the exception of that one thing in the letter 
from the Attorney General, and in this instance I think he was pos- 
sibly wrong. 

Senator Nee.y. Certainly no one would ever doubt that the Senator 
from Arkansas acted from the highest motives. 

Senator Capenart. The Senator from Arkansas had no other course 
to follow than to do what he did. 

Senator Busn. Is it not true the defeat of this resolution, indirectly 
approving this sale, would settle the legality of it ¢ 

The CHatrMan. It does, unless the House takes action, and I am 
informed the House will not. Therefore that is the end of the matter. 

All I want to do is to get. on with the matter and get some testimony 
on the point the Attorney General raises. Nobody is quarreling about 
the other issues as to whether $11 million is a good price. There are 
two offers—one of $5.8 million and the other is $11 million. Of 
course, we can all recognize that $11 million is more than $5.8 million. 
That is not the question. It is whether or not it has any significant 
influence on the competitive situation in the rubber industry. That 
is all we really want.to inquire into. That is the one question raised, 
and I think Senator Neely covered that very well. 

Senator Nrey. I sincerely thank the chairman and the members of 
the committee. 

Senator Carenarr. We are very anxious to get that plan in opera- 
tion and put those people to work. 

The Cuarrman. Thank you very much, Senator Neely. 

Senator Kilgore, would you like to come forward? 


STATEMENT OF HARLEY M. KILGORE, A UNITED STATES SENATOR 
FROM THE STATE OF WEST VIRGINIA 


Senator Kiieore. Mr. Chairman, I want to thank the chairman of 
the committee for the opportunity to appear here today in regard to 
this plant. 

The southern coalfields of West Virginia—this plant is just about in 
the hub—due to some falling off in coal business, but largely to the 
mechanization of those mines where 1 man does the work formerly 
done by 4, have had a growing unemployment. There has been 
a migration of workers out of the State because they cannot find em- 
ployment. Others cannot move because they just cannot pick up and 
leave their homes. 

This plant will give some relief to them. 

There is the question of monopoly. I am very much opposed to 
monoply, but this same company could expand its southern plant 
to get the same production that it will get from this plant. 

As you know, we have a big grain'surplus inthis country. At Louis- 
ville, Ky., south of this plant, there is an alcohol butadiene plant. 
I understand that there is a plan to move butadiene by barge up to this: 
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plant in West Virginia and use an alcohol base butadiene for the 
manufacture of rubber. 

I believe that they should be allowed to go ahead. 

On the matter of monopoly, there is little difference between 1914 
percent and 18.8 percent of the production. Other plants were ap- 
proved with 18.8 percent of the production. This is only 1914 percent 
to Goodrich-Gulf and they could get 1914 percent anyway. 

I am interested in synthetic rubber plants also, Mr. Chairman, 
for another reason. You may remember when the price of crude 
rubber went to $1 a pound. It got so that the average man could 
not buy an automobile tire. It is important to have synthetic plants. 

Also I would like to see this idea carried out on the use of grain 
alcoho] in the manufacture of butadiene, which is not done else- 
where. 

I do not have to go over the unemployment figures involved here. 
Logan County, Boone County, Putnam County, Fayette County, 
Raleigh County—all of these West Virginia counties have terrific 
unemployment.. This plant will help greatly to alleviate this un- 
employment. These people do not want relief. They want work. 
At peak employment this plant will not employ a whole lot, but 
it will help, and help a great deal. 

There is another advantage of this plant to the United States 
Government. This plant is in a center of chemical research. Car- 
bide & Carbon’s big laboratories are just across the river from it. 
Du Pont’s plant is up the river crom it. There will be the op- 
portunity to use those laboratories as different things develop. 

I joi, I think with all of you, in wanting to see this plant in 
private operation. I. think it would be advantageous to us in the 
future in rubber development to have this plant operated. I know 
it will be a great advantage to the State of West Virginia. 

The price offered by Goodrich is higher than any other offer for 
the plant. Why, over a question of a little more than 1 percent 
of total production we should talk about monopoly, I do not know. 
If you gave Goodrich 55 or 60, 70 percent of the production I would 
Say 

Senator Rogertson. Do I understand, Senator, we have approved 
a plant that would have 18.8 percent of production ? 

Senator Kiicgore. That is right. 

Senator Roperrson. And this would give them 19.5 percent of 
production ¢ 

Senator Kireorer. That is right. 

Senator Rosertson. I heard of a case where a college professor 
flunked a football player in his math class. I am sure he was not 
from Ohio State, but probably one of our southern colleges. The 
coach took the boy before the professor and he said, “Now, Professor, 
you ought not to flunk the boy on that.” And the professor said, “I 
can demonstrate to you that. he cannot pass my course.” He said to 
the boy, “How many are 3 and 3?” The boy said, “Seven.” The 
professor said, “Didn’t I tell you?” “Oh, Professor,” said the coach, 
‘you ought not to flunk him for that, because he only missed it by one 
point.” 

Senator Kitcore. Here, it is 1 point out of 100. 

Mr. Chairman, I have here a telegram from E. A. Carter, president 
of the West Virginia State Federation of Labor, whose office is in 
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Charleston. I would like to have that made a part of my testimony. 
The CuatrMan. Without objection, it is so ordered. 
(The telegram referred to follows :) 


CHARLESTON, W. VA., January 31, 1956. 
Senator Hariey M. KILcore, _ 
United States Senate Office Building, 
Washington, D. C.: 

I have just requested Senator Fulbright’s committee to give favorable con- 
sideration to the sale of the United States rubber plant at Institute. Respectfully 
urge you to use your influence to bring about completion of the sale in order that 
employment may be provided for several hundred West Virginians. 


E. A. CARTER, 
President, West Virginia State Federation of Labor. 


Senator Kiteore. I have another telegram from Benjamin W. 
Skeen, secretary-treasurer of the same organization, and I would 
like to have that made a part of the record also. 

The CHarrMan. Without objection, it will be made a part of the 
record, 

(The telegram referred to follows :) 


CHARLESTON, W. VA., January 30, 1956. 
Senator Haritey M. K1Incore, 
Senate Office Building, 
Washington, D. C.: 
Request that you oppose resolution introduced in Senate which would dis- 
approve the sale of rubber plant in Institute, W. Va. 


BENJAMIN W. SKEEN, 
Secretary-Treasurer, West Virginia State Federation of Labor. 


Senator Kixeore. I have also a Senate Concurrent Resolution No. 6 
of the West Virginia State Senate, which is in session now, on the 
same subject. I would like to have that made a part of the record. 

The CHatrman. Without objection, it will be made a part of the 
record. 

(The resolution referred to follows :) 


SENATE CONCURRENT RESOLUTION No. 6 
By Mr. Amos 


Whereas there is now pending before the Banking and Currency Committee 
of the Senate of the United States a resolution to disapprove the negotiated 
contract for the sale to private ownership of the Federal Government’s syn- 
thetic rubber facility at Institute, W. Va.; and 

Whereas the report to Congress of the Synthetic Rubber Facilities Disposal 
Commission shows the pending sale to return to the Government by far its 
most favorable recovery, on the basis of net book value, of all of the copolymer 
plant sales; and 

Whereas the Disposal Commission’s report further shows clearly and con- 
clusively that the pending sale contract fully meets the requirements of the 
Disposal Act with respect to— 

1. Procurement of fair value price. 

2. Market protection for small business. 

3. Protection of competitive health of rubber industry. 

4. Protection of public against any monopolistic trend; and 

Whereas acceptance by Congress of this sale will provide immediate activa- 
tion of this large facility which has been idle all but 214 years since 1947, thus 
giving lucrative employment to hundreds of persons with prospect of steady 
work at substantial wages by private employers; and 

Whereas the entire State of West Virginia, by the United States Department 
of Labor classification, has been for the past 2 years a class IV-B labor area 
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(meaning highest level of unemployment) and the pending sale would alleviate 
this condition ; and 

Whereas the terms of the pending Institute sale contract are equal or superior 
to those upon which each of the other 12 copolynier plants have been sold to 
private ownership during the past year, and there appears to be no just reason 
why the pending Institute sale as the last one should be measured by any other 
standards than those which have governed the preceding copolymer plant sales ; 
and ; 

Whereas the rejection of the Institute sales contract apparently could have 
no other result than to deprive West Virginia of a great industrial operation in 
a facility ready for use, since the willing purchaser could provide himself with 
the same facilities elsewhere, without limitation as to size other than the limi- 
tation he places on his own investment risk: Now, therefore, be it 

Resolved by the senate (the house of delegates concurring therein), That 
the Legislature of West Virginia, in regular session assembled, does hereby 
respectfully and earnestly memorialize and petition the Banking and Currency 
Committee of the Senate of the United States to reject the disapproval resolu- 
tion on the sale of the Institute plant, now pending before it; and further 

That, should such a resolution be reported to the Congress, that the Members 


of Congress be hereby respectfully and earnestly memorialized and petitioned 
to reject the same; and further 


That copies of this resolution be forwarded to the Vice President of the 
United States and the Speaker of the House, to all members of the Senate 
Banking and Currency Committee, to all West Virginia Members of the Con- 
gress and, should any disapproval resolution reach the floors of the Congress, 
to all Members of the House and Senate thereof. 

Senator Kucore. I do want to say this: I think it is a decision that 
should be made and it is my hope it will be made favorably. It will 
not solve our unemployment problem, but it will help. 

The CHaran. This committee is not disposed to delay this 
matter. You will recall, I accepted your bill as an amendment to the 
Defense Production Act last July in order to give you an opportunity 
to sell it. The committee is not disposed to delay it at all. This is 
simply following a procedure set down in that bill which the Senator 
himself introduced, and which we accepted last July. 

Senator Kiteore. I want to thank the chairman for that. I intro- 
duced that bill as an alternate to selling the plant for any purpose, 
because I felt we should still keep our rubber production up. 

I certainly thank the chairman for the consideration that you have 
given me. 

The Cuarmman. Thank you very much, Senator Kilgore. 

Mr. Reporter, I have received a number of telegrams and also a 
copy of Senate Concurrent Resolution No. 6 of the West Virginia 
Senate, which documents and statements, together with the state- 
ments from Mr. Staggers and Mrs. Kee, will be made a part of the 
record at this point. 

(The documents referred to follow: ) 

JANUARY 31, 1956. 
Hon, WILLIAM FULBRIGHT, 
Chairman, Banking and Currency Committee, 
Senate Office Building, 
Washington, D.C.: 
Our entire community intensely interested in having synthetic rubber plant 


at Institute released for operation at earliest possible date. To this end your 


immediate consideration and action on pending resolution is respectfully 
requested. 


ArTuur B. Koontz, 
Democratic National Committeeman for West Virginia. 
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JANUARY 31, 1956. 
Senator J. W. FULBRIGHT, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Senate Office Building, 
Washington, D. C. 

Respectfully request your committee to give favorable consideration to the 
sale of the United States rubber plant at Institute, W. Va., to the Goodrich-Gulf 
Corp. The employment situation in West Virginia is critical. The operation of 
this plant will provide employment for several hundred skilled and unskilled 
workers. I respectfully request that you enter this telegram in the record of the 
committee hearing. 

E. A. CARTER, 
President, West Virginia State Federation of Labor. 


STATEMENT OF HARLEY O. STAGGERS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE oF West VIRGINIA 


Mr. Chairman, I would like to oppose the disapproval resolution on the sale 
of the Institute, W. Va., synthetic-rubber production facility, pursuant to 
Public Law 205, 88d Congress; and to protest any action to disapprove the 
negotiated contract for the sale of the Institute plant to Goodrich-Gulf Chemicals, 
Inc. 

The facility at Institute, W. Va., is the largest Government-owned synthetic 
plant in existence. It produced approximately one-sixth of the entire synthetic 
output during World War II, and was one of the largest sources of production 
of synthetic rubbers since that time during the period of its operation. 

The sale of the Institute plant to private ownership will reactivate the facility 
and give employment to many, many persons in West Virginia, and particularly 
to the hundreds of trained synthetic production workers who were employed at 
the plant when it was in operation by the Government. 

This would mean a great deal to the citizens of the Charleston-Institute area 
and West Virginia as a whole, as this plant constitutes one of the most important 
industrial operations in our State. 

I feel the reactivation of the plant at Institute would be for the best interest 
of national defense, and would also encourage private competition. 


STATEMENT OF ELIZABETH KEE, A REPRESENTATIVE IN CONGRESS FROM THE STATE 
OF West VIRGINIA 


Mr. Chairman and other distinguished members of the Banking and Currency 
Committee of the United States. 

It is my understanding that through competitive bids the Rubber Producing 
Facilities Disposal Commission has negotiated a contract with private industry, 
the Goodrich-Gulf Chemicals, Ine., for the sale of the Government’s only remain- 
ing synthetic rubber plant at Institute, W. Va. 

Since the original cost of this facility to the Government in 1943 was $18,439,- 
000—so I am advised—and with depreciation charges reducing the present book 
value to an estimated $5 million to $6 million, it appears to me that the best 
interest of the Government would be served by accepting the $11 million, which 
was the highest bid, and restoring this idle plant to construction production. 

Institute, W. Va., is in Kanawha County, which is in the center of considerable 
surplus labor. Our leading citizens have been working day and night trying to 
interest industry in locating in West Virginia in order to provide jobs for our 
large number of unemployed. The best interest of West Virginia would be served 
by the sale of this idle plant to private industry which, in turn, would provide 
approximately 700 urgently needed jobs. 

Therefore, Mr. Chairman, I urge that Senate Resolution 197 be defeated so 
that the sale of the Institute plant will become final. 


The Cuarrman. Is Governor Marland of West Virginia here? If 
you will come forward and if you. will take your seat, please, we will 
be very happy to have you. 
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STATEMENT OF WILLIAM C. MARLAND, GOVERNOR, 
WEST VIRGINIA 


Governor Martanp. Thank you. I appreciate the opportunity 
and will be brief, but I hope emphatic, in stating the position of the 
State of West Virginia as fegaittla the proposed sale now before you 
gentlemen. As a matter of fact, during the past few months I have 
observed the interest and the possibility or interest in the possibility 
of the sale of these facilities and the development of plans through 
action of Congress, so that the bidding would be reopened. This has 
been very eagerly awaited by all of the people in West Virginia, 
because when you help the Kanawha Valley you help the whole State, 

Our economy is such that it can stand a little help at this point. 

After reviewing extensively the report to Congress by the Rubber 
Producing Facilities Disposal Commission, I believe many sound 
points were made. The Commission in recommending the sale adheres 
to the law and to the specific objectives and criteria defined in that 
law. 

The summary briefly outlines the facts surrounding the recom- 
mended sale and their importance should not be minimized. It is 
important, of course, that the Government be sure that the obligations 
of Publie Law 336 are fulfilled by the sale in all respects. The assur- 
ances Of the purchasing company guaranteeing relate of synthetic 
rubber and butadiene to small producers appear to meet those 
requirements. 

As far as the price is concerned, it exceeds the full fair value 
designated. The taxpayer, in effect, will not be helping to support 
a facility on a standby basis. 

All of these things are significant. However, the principal reason 
I am here is to urge disapproval of the resolution concerning this sale. 
Several hundred employment opportunities will be provided in an 
area that very vitally needs employment. To disapprove the sale of 
the Institute plant is to take away the opportunity of employment 
for many skilled personnel. 

A further delay would serve not only to add pessimism where hope 
presently exists, but to weaken the Commission’s ability to fulfill 
the very obligations set up by Congress. The Commission itself 
expressed doubts, if the sale was disapproved, on the possibility of 
subsequent reopenings of bids. The Legislature of West Virginia 
and the chambers of commerce and our representatives and senators 
and all the 3 million people of West Virginia have wholeheartedly 
endorsed and support the disapproval of the resolution which would 
prohibit the sale of the Institute plant. Disapproval of this resolu- 
tion will add immeasurably to the employment picture and substan- 
tially contribute to West Virginia’s economic structure. 

So I urge on behalf of the people of West Virginia a speedy dis- 
approval of the resolution now confronting you. 

The Cuarrman. Governor; I have one question. One of the other 
bidders for the plant was the United Rubber & Chemical Co., a sub- 
sidiary of the United’ Carbon Co. of Charleston, W. Va. The report 
says they withdrew their bid on November 21, 1955. Would there 
be any chance if the bidding were reopened that United Rubber & 
Chemical Co. might make a satisfactory bid for that plant? 
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Governor Mar.anp. I would have to ask the officials of the United 
Rubber & Chemical Co. 

The Cuarrman. Would you be equally pleased to have United Rub- 
ber & Chemical Co. operating the plant as the Goodrich Co. ? 

Governor Martanp. I am not interested in who operates the plant. 
I am interested in somebody operating it and making it a real live 
production operation instead of a standby facility. 

The Cuamman. Thank you very much, Governor. We appre- 
ciate your coming to give us your views. 

Senator Busu. Would the Governor have confidence that the Good- 
rich-Gulf people would provide that kind of an operation ? 

Governor Maruanp. Yes, sir. I do. I have been assured of that 
by the officials of that company. 

I might say in that regard, I have been reliably informed when it 
was operated by them before that their relations in the valley were 
such that many of the people who were employed then are now seek- 
ing to be reemployed at the same place, which certainly speaks well for 
that part of the picture. 

The Cuarrman. Thank you very much, Governor. 

Does the Honorable Cleveland M. Bailey, Congressman from West 
Virginia, wish to come forward, please? 

Congressman, we are very happy to have you here this morning to 
give us the benefit of your views about the matter. 


STATEMENT OF CLEVELAND M. BAILEY, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Battery. Mr. Chairman and gentlemen of the committee, I cer- 
tainly do not expect to take the time of the committee with so many 
other witnesses to be heard. I would like to say for the purpose of 
the record, I am Congressman Cleveland M. Bailey of West Virginia. 
I am appearing here along with the Senators and Representatives and 
other colleagues from the Congress, and representatives of the business 
interests of Charleston protesting the approval of the resolution in- 
troduced by your distinguished chairman, Mr. Fulbright. 

I do it largely on economic grounds. What West Virginia needs 
most today is jobs. This, of course, will convert a standby facility 
into one where added employment can be secured for the people of 
West Virginia. 

Mr. Chairman, I weuld also like to point out the fact that back in 
World War I the Government invested $134 million in an armor 

lant. Little use has been made of that. I think the contract was 
et to Carnegie Steel Co. during World War II. Possibly there was 
a contract let during the Korean emergency. Most of the time that 
costly facility has been idle. It tied up most of the building ground 
facilities where they might expand industrially because of the fact 
that the Government owns a considerable acreage there of valuable 
land. It is of no value at all so far as employment is concerned be- 
cause it is in mothballs. 

I happen to represent a district which comes up to and joins closely 
the area affected. My primary interest right now in Congress is ay. 
ing to improve the economic situation in my State, and it is deplorable, 


Mr. Chairman. We plead with you to give very serious consideration 
to letting us have a few more jobs. 
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Thank you. 

The Caarrman. Thank you very much, Mr. Congressman. 

Congressman M. G. Burnside. We are very glad to have you this 
morning, Congressman Burnside. 


STATEMENT OF M. G. BURNSIDE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Burnsipe. Thank you. It is nice to be here with you, Mr. 
Chairman. 

The CuarrmMan. We will be very pleased to hear your statement. 

Mr. Burnsipe. Mr. Chairman and members of the committee, I 
am M. G. Burnside, Member of Congress representing the Fourth 
Congressional District of West Virginia. I want to thank you for 
permitting me to appear before you here this morning to testify about 
this matter which is so vital to the people in the congressional district 
which I represent. 

I realize, of course, that there is involved also a question of national 
policy—a question which is important to the proper administration of 
our Government. I shall not, however, address myself to that sub- 
ject. Rather I will leave it to those who are qualified to speak with 
authority concerning it. 

I am here, frankly, to urge this committee to consider as favorably 
as it possibly can the application of the Goodrich-Gulf Corp. to pur- 
chase the rabber-giducing facility at Institute, W. Va. I am aware, 
of course, that the distinguished chairman of this committee has intro- 
duced Senate Resolution 197 to oppose the proposed sale of this 
facility to Goodrich-Gulf Chemicals, Inc. I know that this resolution 
was introduced solely out of a desire to protect our Nation’s interest 
in a strong competitive economy. 

The sole point I wish to make in this statement is the very real need 
for the return to full production and employment of this plant as a 
means of restoring the strength of a sagging economy of the area 
in which it is located. Indeed, in the Fourth Congressional District 
of West Virginia, which I represent in the House of Representatives, 
are the counties of Putman and Lincoln. Institute is near the border 
of Putnam County. Many workers in the Institute plant would 
undoubtedly come from these two counties. Only 2 weeks ago I re- 
quested the Department of Labor to supply me with the latest employ- 
ment statistics for the marketing areas in which Lincoln and Putnam 
Counties are located. According to the figures which the Department 
sent me, these areas are still ones in which there exists a disaster labor 
surplus. 

Th traveling through this vicinity only a month or so ago I was 
disturbed to note at the time the number of people who cannot find 
employment there. Many men have been forced to leave their fam- 
ilies to secure employment in industrial centers in nearby States. 

I also want to say this: Many people going to these adjoining States 
are getting into car wrecks, and many of them have been injured 
because they have to travel long distances to seek employment. 

It is important to this Nation, I believe, to maintain a well-rounded 
and diversified economy—one which does not contain blighted spots 
of unemployment along with fully employed centers. 


72427—-56——_2 
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There is an argument to cancel on only 1 percent of production. I 
want to give you some figures as to bidding and how it affects the 
taxpayer. Goodrich-Gulf Chemicals, Inc., bid $11 million. The sec- 
ond bid was Edwin W. Pauley with $5,800,000,.which was one-half 
the bid. That is a saving of $5,200,000 to the taxpayers. Union Car- 
bide & Carbon Corp., $2,700,000. Those are the three bids that we had 
finally. The others dropped out. 

We have been waiting for years to try to get bids on this plant. We 
have been waiting for years. These people that formerly worked 
there have been waiting, trying to patch things up by getting jobs 
here and there to support their families. These are factors which I 
ask this committee to consider. 

I hope you will, in considering Senate Resolution 197, not lose 
sight of the need for a speedy return to production of the plant at 
Institute. I am sure that this result, if it can be accomplished, will 
prove of real and substantial benefit to the welfare of this country. 

Thank you, gentlemen. 

The Cuatrrman. Thank you, Mr. Congressman. 

Congressman Roserrt C. Byrp. We are very happy to have you, 
Congressman Byrd. 


STATEMENT OF ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Byrp. Mr. Chairman, I appear before your distinguished com- 
mittee today for the purpose of opposing Senate Resolution 197, 
which would disapprove the sale of the Gevernment-owned synthetic 
rubber plant at Institute, W. Va. The Institute facility is located 
in my district, and I am the author of H. R. 7301, which became Public 
Law 336, Ist session, 84th Congress, and which amended the Dis- 
posal Act to direct the Rubber Producing Facilities Disposal Com- 
mission to invite proposals and open negotiations fer sale of the 
Institute plant. Pursuant to the enactment of Public Law 336, and 
in accordance with its terms, the Commission proceeded to invite 
bids on the Institute plant, entered into negotiation for a contract cf 
sale with Goodrich-Gulf Chemicals, Inc., and submitted its report 
to the Attorney General. The Commission also submitted a report 
to the Congress on January 12. 

According to the law, unless the contract is disapproved by either 
House of the Congress prior to the expiration of 30 days’ continuous 
session following the day the report was submitted, the contract shall 
become fully effective, and transfer of possession of the facility shall 
be made. We are presently in that 30-day period and the resolution 
before us resolves that the Senate does not favor sale. 

Mr. Chairman, at the risk of repetition I submit for the considera- 
tion of your distinguished committee the following reasons why 
Senate Resolution 197 should not be passed : 

1. The Government will receive a full fair value for a facility 
which has not operated since September 1953 and which annually 
costs the Government approximately $240,000 to keep in standby. 
Out of 6 proposals for purchase of the Institute plant, the $11 million 
offered by Goodrich-Gulf was the only bid which represented full 
fair value. The next highest proposal was $5.8 million and, although 
the Commission was induced with discretion to contract for sale of 
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the facility at a price below the highest amount offered, the second 
highest price does not represent full fair value nor would sale at 
this price provide for the development of a competitive synthetic- 
rubber industry. Sale of the plant at the $5.8 million figure would 
actually have constituted a Government subsidy to a private pro- 
ducer and would have given the purchaser an unwarranted com- 
petitive advantage over other producers. 

2. It is important that, from the standpoint of national security 
and from the standpoint of healthy competition in the synthetic- 
rubber industry, this facility, with its annual capacity of 122,000 long 
tons, be sold to private industry and reactivated. Burgeoning de- 
mand for synthetic rubber has been taxing the capacity of all other 
GR-S plants sold, and in order to meet the increased demand, pub- 
licly announced plans for expansion have been made by purchasers 
of the other plants. With the increasing needs for synthetic rubber, 
it is reasonable to anticipate increasing expansion to meet the needs. 
New plants will be built in the future, there will be sharp competition 
among present producers and new producers will anitoaboedey enter 
the field. 

3. The development of a free competitive synthetic-rubber industry 
would be better fostered by permitting this facility to begin pro- 
ducing than to allow it to lie idle. Increased production of synthetic 
rubber would naturally strengthen rather than stifle competition. 
This fact is recognized by the Attorney General who, in his opinion, 
stated that the proposed sale would not lessen competion on the 
production level, because it would create additional production and 
it would eliminate no competitor. He further emphasized that it 
would increase competition on the fabricating level. 

4. The position of Goodrich-Gulf, should it acquire Institute, will 
not be one of control. Actually, if Goodrich-Gulf is to maintain its 
competitive position, it must either acquire Institute or expand at 
Port Neches. The Attorney General, in his statement of findings, 
said that the sale of the Institute plant to Goodrich-Gulf will result 
in its having 25.2 percent of the total GR-S capacity. He proceeded 
to add, however, that this percentage figure does not take into account 
any proposed expansion of existing capacities by other competitors. 

Senator Bricker. Do you have a figure in your statement on the 
competitive position now ? 

Mr. Byrp. Yes; I do, Senator. 

Senator Bricker. Excuse me, I wil] wait until you finish. 

Mr. Byrrp. The 25.2-percent figure is based upon the total capacities 
of GR-S Government-owned plants at the time of the original sale in 
April 1955, and includes in the total the capacity of the three produc- 
tion lines at Institute. Since that time, the capacities of a number of 
the plants have been increased, and further increases in the capacities 
of these plants have been announced. Moreover, only 1 of the pro- 
duction lines at the Institute plant can be operated during the next 18 
months because butadiene is unavailable for the operation of the other 
2 lines. 

Following is a statistical table which appeared in the Disposal] 
Commission’s report, and which mirrors the production of the GR-S 
industry at various stages of disposal. 

Mr. Chairman, on page 3 of my statement I have prepared this table, 
which projects the percentage of capacity which each of the large 
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producers will be capable of at the time when planned expansion of 
other plants has been consummated, and at a time when all three lines 
of the Institute plant will have been put into operation. 

I might point out that at the time of the first disposal Goodrich- 
Gulf had 13.1 percent of the total synthetic-rubber producing capacity 
in the United States. Firestone had a percentage of total capacity 
amounting to 18.8 percent. To my knowledge, I do not know of the 
Attorney General loelen raised the point in that instance which he 
raises in connection with this particular sale. Yet, at that time you 
will note that Firestone had 2.2 percent more capacity than the next 
closest competitor, which was Goodyear. 

I might digress to say that if the Institute sale is approved, the total 
capacity of oodrich-Ciulf Chemical will only be 2.5 percent greater 
than that of its closest competitor. 

Projecting our thoughts into the future, when and if all 3 lines of 
the Institute plant are put into operation, that plant will produce a 
total of about 217,000 tons, which would constitute 19.9 percent of the 
total supply of synthetic rubber in the United States. 

The CrHamman. Congressman, just for the record, the Institute 
plant would not produce that alone; would it? You mean Goodrich 
would produce that much. 

Mr. Roe. No, sir. Institute alone would only produce 122,000 tons. 

The Cuatrman, That is right. 

Mr. Byrp. That together with the Port Neches production would 
add up to 217,000 tons. 

The Cuatrman. That is right. 

Mr. Byrp. Thank you. 

Now to proceed, Mr. Chairman: 

5. Goodrich-Gulf has agreed to make available to small-business 
firms at fair market prices 50 percent of the production of the first 
line at Institute, and 73 percent of the production of the next 2 lines. 
According to the Commission, this commitment in favor of small 
business is by far the largest firm commitment offered by any of the 
bidders for this plant. 

It is my understanding, too, that the Attorney General, or someone 
from his Office, stated in the hearings before the House Armed Services 
Committee last year, in connection with the first disposal, that in his 
opinion such a commitment would be legally binding upon any com- 
pany making the commitment. 

6. The $11 million bid might well prove to be considerably higher 
than any which can be obtained at a future time under changed con- 
ditions in the rubber industry. Now is the time to sell, while condi- 
tions are most conducive. "Ti Congress disapproves this proposed 
contract, the opportunity for sale of the plant doubtlessly will not 
return. 

May I digress again, Mr. Chairman, to reiterate something which 
someone has already said. Goodrich-Gulf, I am told, has plans for 
the expansion of the Port Neches plant. If the Institute plant is 
not sold, Goodrich-Gulf will go right ahead with the expansion of 
the plant which they presently own. Therefore, I cannot: see why 
the sale of this plant would serye to invest a ter concentration of 
rubber-producing capacity in the Goodrich-Gulf Chemical Co. than 
would be otherwise effectuated by the expansion of the plant which 
they presently own. 
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Mr. Chairman, ‘anidle plant means unemployment and economic 
distress. Reactivation of the Institute plant-would provide jobs for 
more than 700 men‘and women im an area which has been hard hit by 
mine closures and the economy of which has been severely affected by 
the loss of coal markets. Thousands of applications for work are on 
file at the plant now. 

Thus, on every count, congressional approval of the sale of the 
Institute plant seems advantageous to the Government, to the West 
Virginia economy, and to the consumers of rubber products. 

Regardless of the convictions of any Member of Congress at the 
time the original disposal legislation was passed in the 83d Congress, 
the facts are that 25 plants have been sold with the approval of an 
overwhelming majority of both Houses of Congress. One plant has 
been leased. The 27th plant, Institute, is now up for congressional 
review. To keep it idle and out of competition with the other 26 
plants at this time would seem to be an empty gesture which contributes 
nothing to the present situation. 

The die is cast.. The Congress of the United States nearly a year 
ago decided that the synthetic-rubber industry, born a Government 
monopoly in World War II, should be denationalized and should revert 
to private enterprise. Even if the Institute sale is disapproved, it 
could not possibly change the concept or pattern of synthetic rubber 
manufacture today. 

Mr. Chairman, I am grateful for this opportunity to express my 
views before your great committee, and I urge that Senate Resolution 
197 not be favorably considered. The way would then be open for 


final approval and consummation of the sale of the Institute facility. 
(The table contained in Mr. Byrd’s prepared statement follows :) 


Including Institute 

and ee an- 

Or al P ’ nounced expansion 

_— — ¥ tee to 1,091.9 thousand 
capacity (total eapac- | (total capac-| /0ng tons 

(long tons) | ity, 689,600) | ity, 733,600) |_———, 


Thousands 
of long tons 


Firestone-L. C 
General Tire (new plant) 
Good year-A kron 


United States Rubber 
United Rubber & Chemical 


‘ Goodrich-Gulf plus Institute equals 217,000 long tons or 19.9 percent. 
? Shell has announced that capacity will be “materially increased” but assigned no figures to the 


expansion. In the absence of a specific figure, no expansion could be reflected in the table. The eff 
of this expansion will, be to reduce all other percentages. Pa ne a@ept 


_Mr. Byrp. If I might ask your permission, Mr. Chairman, I would 
like to insert in the record of the earings at this point, and include 
as a part of my statement, Senate Resolution No. 6, which was'recently 
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passed by the West Virginia Legislature, memorializing the Congress 
to reject the disapproval resolution. 


The Cuatrman. I believe the Governor already made that request, 
Congressman. 


Mr. Byrn. I believe Senator Kilgore did that, and it is quite all 
right if it does not appear in mine. 

The CHarrMAn. | mean, we do not need it more than once in the 
record. 

Mr. Byrp. No. I just want it te appear. 

The CHairMan. It will appear. (See p. 8.) I had a copy and 
gave it to the reporter with instructions to see that it Saeed in the 
record. 

Mr. Byrp. Thank you very much. 

The Cuarrman. Thank you very much, Congressman Byrd. The 
Honorable Holman D. Pettibone, Chairman, Rubber Producing Fa- 
cilities Disposal Commission. 


STATEMENT OF HOLMAN D. PETTIBONE, CHAIRMAN, ACCOMPANIED 
BY LESLIE R. ROUNDS, VICE CHAIRMAN; EUGENE HOLLAND, 
EXECUTIVE DIRECTOR; HAROLD W. SHEEHAN, GENERAL 
COUNSEL ; AND JAMES WAINGER, ASSISTANT GENERAL COUNSEL, 
RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION 


Mr. Perrizonr. Thank you, Mr. Chairman. Mr. Chairman, I have 
present here several of my associates and they have a number of papers 
which we may need. Would it-be in order to have them join me at 


the table? 

The CuarrMan. Yes. 

Mr, Perrisone. Would you like to have me present them to you? 

The Cuarman. Yes; I would. 

Mr. Perripone.-Commissioner Rounds, a native and voter of Ken- 
nebunk Port, Maine. He is a retired vice president of the Federal 
Reserve bank of New York City. Gen. Everett R. Cook, a cotton 
merchant, could not be with us today, but he will arrive this evening 
and if he is wanted he will be available. 

Mr. Eugene Holland, executive director, in the lumber business in 
Lincoln and Omaha, Nebr., and Sioux City, Iowa, who is the operator 
of a good many manufacturing plants and is a first-class horse trader. 

Mr. Harold Sheehan, our General Counsel, and a longtime Govern- 
ment employees, with 20 years of service in the Government, and his 
assistant, Mr. James Wainger. 

The CHarrman, I see you are well prepared, Mr. Pettibone. 

Mr. Perrizonr. We hope so. 

The Cuairman. Do you have a statement you care to make first, 
or would you rather put that in the record and just summarize it for 
the benefit of the committee? I may say many of the basic facts we 
are familiar with, having gone through this one, and I am sure you 
know what the point is that principally interests us. 

Mr. Perrisone. It will be perfectly aggreable to do it that way. 
To every extent we could, Mr. Chairman, we put our views in the 
formal report, but in response to some comments made by the chair- 
man about the earlier program we prepared a statement of our views, 
and it would be perfectly es just to put that in the record. 
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The CuairMan. Without objection this prepared statement will be 
put in the record in full. — 

Senator Carenart. Will the Senator yield ‘ 

The CuatmrMan. Yes. 

Senator CareHart. I would like to congratulate Mr. Pettibone and 
his Directors and Commission and the entire staff for the splendid 
job you did on the disposal of these synthetic-rubber plants. I think 
it is an outstanding job. I honestly believe it to be one of the best 
ever accomplished by any governmental Commission. 

Mr. Perrizone. Thank you, Senator Capehart. 

Senator Carenart. Both in the dollar amount received and the 
clean-cut way in which it was handled all the way through. 

Mr. Perrizone. Thank you. 

Senator Capenart. I think you really set up a standard and a 
record that all other commissions might shoot for in the future. 

Mr. Perrisone. Thank you, sir. We prepared copies of the state- 
ment for the press but did not hand them out. They can be circulated 
if you wish. 

The CuarrMan. You have some extra copies for the press ¢ 

Mr. Perrtpone. Yes, sir. 

The Cuatmman. Then if you would just summarize it by covering 
the main points and highlights I think in the interests of time that 
would be the best procedure. We will then ask you questions and 
perhaps get on with this hearing as expeditiously as possible. 

Mr. Perrizone. Our approach to this hearing, Mr. Chairman, has 
been that we tried as best we could in our formal report to say what 
we had to say, and tried to present the complete picture of the problems 
that faced us and the reasons for our particular solution. It would not 
have oceurred to us to amplify that in any fashion except in reply 
to question, except that. some comments were made in regard to the 
earher dispositions. 

We thought it was well to make some corrections of arithmetic 
having to do with the mathematics of the earlier disposals where we 
thought there were some errors. Beyond that, the report which is be- 
fore you is the report exactly as we handed it to the Attorney General 
for his opinion. His opinion is incorporated in the report, and our 
report has not been changed since he gave us the opinion. We have 
printed his opinion exactly as he gave it to us. So, as to the contents 
of his opinion and our report, those are the facts and the order in 
which they occurred. 

We felt we shared with the Attorney General the responsibility to 
set up a competitive industry. We did not conceive it to be our job 
to try td pass on the monopoly provisions. That seemed to us to 
be entirely the problem of the Attorney General. So in the original 
program, in the Baytown sale and in this one, we took some pains to 
try as best we could, as businessmen and not lawyers, to set up a 
competitive industry. 

In that connection I draw your attention—— 

Senator Roserrson. May I interrupt there? 

Mr. Perripone. Yes, sir. 

Senator Rozerrson. As I understand it from your report, which I 
have checked through hurriedly, which is being filed for the record, 


you feel you have accomplished that objective, and it is a competitive 
situation ? 
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Mr. Perrrmone. Yes, sir. We feel it very strongly. 

Senator Roperrson. The essence of your report is while the last 
sale is for a better price than the first sales it does not mean you did 
not get a good price for the first sales under existing conditions. 

Mr. Perrinone. And the report deals with that. 

Senator Roserrson. While natural rubber went up to 50 cents a 
pound and automobile production exceeded all records, there was a 
greatly increased demand for synthetic rubber. 

Mr. Perripone. Yes. 

Senator Rosertrson. And you are not too sure that will continue 
indefinitely. In your opinion this is a good sale. 

Mr. Perripone. Yes, sir. I just would point out for a moment 
the care that the Commission took, and remind you we did this as 
businessmen, in connection with the sale of the Baytown plant. We 
had a number of bidders, and one of those bidders was Goodyear. 
We had a number of other bidders who were bidding substantial 
amounts, and while we did not yet know the final figure as to who 
would be the high bidder, it was apparent we would be able to sell to 
someone other than Goodyear. So we called Goodyear in prior to 
the final go-around and told them we would not rule them out. They 
were eligible to negotiate, but wished them to know that if they turned 
out to be the high bidder we would not sell to them, but exercise the 
discretion given to us under the law and approve the sale to someone 
else. They immediately withdrew their bid. They have stated that 
publicly, so this is a matter of common knowledge. 

In this case of Institute, the question arose early whether we should 
rule out either Goodyear or Goodrich because of earlier sales. That 
problem faced us from the morning we opened the bids. We did not 
ask in that case either Goodrich or Goodyear to withdraw or give 
them any indication they were ineligible or we would not consider 
their bids. So when subsequently Go year withdrew, they did it 
wholly voluntarily and without any suggestion from us. Then when 
we got up to the 19th of December, the last day we could possibly 
continue to, if we thought it necessary being the 21st, we found our- 
selves with suddenly three bidders only, and the rest, for whatever 
reasons, were out of the running. In our final notice to them we 
had said, as we had done in earlier sales, that our present view was 
we would not recommend the sale of this plant below $914 million. 
We did not disclose the fact that that was then the high bid—the 
Goodrich-Gulf bid. We said at the same time the fact that we made 
that statement should not preclude any bidder from participating in 
the negotiations, meaning that, without spelling it out, we, did have 
the authority under the statute to take a lower bid than the figure 
we named, if that, taken as a whole, seemed to be desirable. 

The promulgation of that figure produced a certain amount of dis- 
couragement with the low bidder, Imperial Commodities, whose only 
bid was $750,000. That looked like a long way from $9.5 million. 
They withdrew. 

United Carbon was mentioned here a few minutes ago as being an 
acceptable bidder. We had negotiated with them very satisfactorily 
on the Baytown plant. We had declared them eligible and were quite 
disappointed when they withdrew, but they withdrew without any 
suggestion from the Commission. 
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I have just given you those little samples, Mr. Chairman, to em- 
phasize the point that the Commission felt that it shared the responsi- 
bility of setting up a competitive enterprise, and, as businessmen, we 
think we have done it. 

The Cuamrman. Mr. Pettibone, I have a few questions I think would 
make the record clear. This has been a very interesting development, 
this use of this Commission in the disposal of these plants, and, on the 
whole, I certainly think you have done a very businesslike job on it. 
This question has been raised, as you know, by the Attorney General. 

You may have answered some of these, but I would like to have it 
in the record, and we can go, I think, rather rapidly through them. 

I understand it is your position, then, that you were not required to 
take the highest bid under the law ? 

Mr. Perrisone. That’s correct. 

The Cuarrman. Actually, is it not clear that the development of a 
free competitive synthetic-rubber industry 

Senator Carenart. Will the Senator yield? But you were required 
to get full fair value for the property ¢ 

Mr. Perrrsone. Notonly get full fair value, but state to the Congress 
why we did not take the highest bid. 

Senator Carenart. You had to get the full fair value? 

Mr. Pertisone. That is right. 

Senator Carenart. And a low bid might not be fair value. There- 
— you might not be able to take it because it might not be fair 
value ? 

Mr. Perrrpone. Exactly. 

The CuarrMan. It is clear from the law that the development of a 
free competitive synthetic-rubber industry was of major concern to 
the Congress. 

Mr. Perrizone. To the Congress, you say ? 

The CuarrMan. Yes; under the law. 

Mr. Perripone. Oh, yes; there is no doubt about that. 

The Cuatrman. You were, as Senator Capehart suggested, supposed 
to attempt to obtain the full fair value of the plant and also further a 
free competitive synthetic-rubber industry ? 

r. Perrrpone. Yes. 

The Cuarrman. Which of these two considerations do you consider 
the most important, or do you consider them equally important ? 

Mr. Perripone. We sects quite a time with that, Mr. Chairman, 
beginning with the late Congressman Shafer who came over to register 
his disappointment about certain changes made in the law as he had 
originally thought of it. And I would not be able to answer the 
relative priorities, We had all the balls in the air all at once all 
the time. 

The Cuamman. Would you say that it is a fair interpretation of 
your position that these were equally important and that you had 
to recemaie them? Is that a fair way to express what your attitude 
was 

Mr. Perrizone. Oh, yes, of equal importance. That is what I mean. 

The Cuarrman. You had to try to reconcile them? 

Mr. Perrone. Yes, sir. 

The Cuatrman. You did decide at one point that $9.5 million was 
a full fair value? Is that right? That it was the full fair value of 
this plant? 
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Mr. Perrinone. We in this particular negotiation never had to 
state that, Mr. Chairman. Our whole procedure, as we tried to outline 
in the previous hearings, possibly more fully before those in the 
House, was that we were relying all the time on a technique rather than 
a formula, and our technique was to carry out that equal provision of 
the statute that required us to negotiate, and we took “negotiate” ‘as 
one of the important elements. 

We did not have to state at any time to these bidders what we con- 
sidered full fair value, until the very last, up to just about the 19th 
of December, when in our written notice as it appears in the report 
we stated that the present view of the Commission was that we would 
not recommend to the Congress a price below $9.5 million. The one 
bidder who had made that bid knew that was his figure, but we had 
not disclosed the other bids to anyone. I do not think the others 
knew it. 

But still we were not saying that was full fair value, because when 
the very buyer comes in and sees fit to raise it to $11 million, that 
looks to us as though that is a little better full fair value. 

I want to emphasize there, Mr. Chairman, because it was so vital 
to this whole concept of procedure, that we were never tied to a 
formula. We did not rely just on appraisals of brick and mortar. 
We took a variety of tests, ine major of which was potential earning 
power in the hands of the buyer. And, with that before us, our ideas 
of value would change in the course of negotiations. 

The CHatrrMan. Could you describe a little more in detail what this 
$9.5 million was, how you arrived at that as the full fair value? That 
is what you said it was in your report. Is that right? 

Mr. Perrizone. We say $11 million is full fair value, the sale price. 

The CHarrman. Well, did you not say $9.5 million was to the 
bidders ¢ 

Mr. Perripone. No; we did not say—— 

The CuairmMan. You never did ¢ 

Mr. Perrimons. No; all we said was in the final notice to the bid- 
ders, as they were coming in to make their final bid, that our present 
view was that we would not recommend a price below $9.5 million. 

The Cuatrman. Now you say that the full fair value is $11 million ? 

Mr. Perrone. Yes, sir. 

The Cuatrman. Well, then, is the full fair value equivalent to the 
highest bid you can get? What I am trying to get is, How do you 
arrive at what is the full fair value? 

Mr. Perrrnone. We asked each bidder in this case, as in all others, 
to come before us and come before Mr. Holland as our negotiator and 
there answer a whole series of questions designed to show. to us how 
the bidder arrived at his bid—questions such as his estimates of the 
cost of raw material, his estimate of the cost of conversion, rate of 
depreciation, expected capital return, appropriations for research, a 
whole series of them. 

Then, within ranges, we made comparisons of the answers that these 
various bidders gave. Those were checked for us by our engineering 
firm independently. 

And out of that study we began to try to make our own appraisals 
of the different elements according to the different answers that were 
given, because the ranges of the answers were quite considerable. 
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When you finally come down to that, then, you come to the question 
of what would be a fair earning on a given price. 

That is a brief statement of the technique employed. 

The Cuarrman. Is it true then that you decided and have decided 
that $11 million is the full fair value? 

Mr. Perrirponr. Yes, sir. 

The CHatrMANn. Did you decide $5.8 million is not full fair value? 

Mr. Perrinone. Yes, sir; and so state in the report. 

The CHatrrMAN. At a value of $9.5 million, what would that be on 
the basis of per-ton capacity ? 

Mr. Perrizgone. Well, that would be a matter of arithmetic. It 
would be simple to answer, but for the moment, if somebody will do 
that, I wish to say we did not use that as an important criterion in 
arriving at the price—how it worked out per ton. We thought other 
factors were much more important. 

Commissioner Rounds works it out at approximately $80. 

The CHarrman. We have worked it out at $77. We are like the 
little boy playing football; we are pretty close to it. 

Mr. Perripone. Well, the Commissioner is accustomed to figures. 
He did it quickly. He says “approximately.” 

The CHairman, | understood the Institute plant was not as efficient 
as the other plants in the original disposal program, and yet this 
$77 a ton of plant capacity is higher than that of several of the other 
plants. 

What was the price per ton of capacity that you got for the Louis- 
ville plant which was sold to American Synthetic Rubber? 

Mr. Perrizone. I could not answer that out of my head. 

The Cuairman. It isin your report I think. 

Mr. Perrizone. I do not think we have it. 

The CHAIRMAN. $53 a ton for 44,000-ton capacity. I am only trying 
to make this compairson. 

Mr. Perrizone. I understand, sir. 

The Cuarrman, On the original offer to dispose of this plant, as I 
understand it, no bids were received ? 

Mr. Perripone. Worse than that, not even a serious inquiry. 

The Cuatrman. Yes. And yet, although we would assume that it 
was inefficient—I was told it got no bids because it was inefficient— 
now you get #77 a ton in comparison to $53 a ton for the American 
Synthetic plant at Louisville. Is that correct, for the record ? 

Mr. Perrisonr. Well, that is a matter of arithmetic. 

The CHarrman. The plant down in Texas sold to Phillips Petro- 
leum was a 63,000-ton plant at $71 a ton. Is that correct? For con- 
venience I would like to have inserted in the record at this point a 
table showing the disposal of the GRS plants and the per-ton figures. 

(The table referred to follows:) 
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Summary of sales prices for GR-S synthetic-rubber-producing plants 


Purchaser 


American Synthetic Rubber Corp 
Phillips Chemical Co 

Firestone Tire & Rubber Co 
Goodrich-Gulf Chemicals, Inc_____.__- yj 
Copolymer Corp 

Firestone Tire & Rubber Co 056 , > 
Goodyear Synthetic Rubber Corp Houston, Tex 
Texas-United States Chemical Co Port Neches, Tex 
Goodyear Synthetic Rubber Corp Akron, Ohio 
Goodrich-Gulf Chemicals, Inc Port Neches, Tex 
United States Rubber Co Naugatuck, Conn 
United Rubber & Chemical Co Baytown, Tex 
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! The original disposal report listed this plant at 90,000 long tons (p. 18). The January 1956 report states 


that the capacity of the plant has since been increased 5,000 tons, to 95,000 tons, by a bottleneck removal 
program (p. 12). 


y Note.—This table does not include figures for the 89,000-ton GR-S plant at Los Angeles bought by Shell 
Chemical Corp. This and 2 other plants were sold for a lump sum. 


Mr. Perrtronr. Well, Senator, we can easily put all those down. 
As I indicate, they never were very important to us. 

The Cuatrman. Do I understand you think that is not significant? 

Mr. Perrinone. We did not take that as a major factor at all. 

In the statement which we filed we said this in conclusion : 


The statement of the chairman— 
that was referring to you, Mr. Chairman— 


of this committee also refers to relative prices per ton of capacity. We do not 
believe that dollars per ton of capacity is a suitable yardstick for measuring 
the value of these plants and gave it minor consideration. All plants are 
different. We valued them on the basis of earning power, a method that gives 
effect to their differences as they affect cost. For example— 


(1) The size of the plant and the degree of its modernization. 
(2) The cost of raw materials, including freight to the plant. 
(3) The location of the plant in relation to the market for its product. 

There are others. Dollars per ton of capacity does not reflect these cost 
differences. Earning power valuation does. 

The Cuarrman. Earning power? 

Mr. Perrisone. Earning-power valuation. 

The Cuairman. Did you have a basic formula as to the evaluation 
of a plant in accordance to its earning history? Its earning history 
in the hands of the Government? Is that what you had? 

Mr. Perrizonr. Earning power was the major factor of our con- 
sideration—but not in the hands of the Government, for this reason, 
Senator: The Government’s accounts were all on a system basis. 
There was no profit-and-loss account for any single plant. We had 
to construct these all independently. 

Do I make the point clear, Senator? They stated all of their busi- 
ness, their sales, their costs, all on a system basis, one figure for the 
whole, not split up amongst plants. So we had no background of the 
record of earnings of a particular plant. 

The Cuamman. What did you base your decision upon—the figures 
were supplied by whom with regard to your evaluation? — 

Mr. Perrimone. Well, in the report we touch on it. I will sum- 
marize it. We had before us the appraisal reports made by the 
Parsons Engineering firm in 1953 prior to the time of the formation 
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of our commission. “Weretained am engmeering firm, Sanderson & 
Porter, New York, to sit along*with us from the first. Then as soon 
ws the bids came im after May 27, 1954,-weeinvited the bidders in one 
at a time and asked them a whole series of questions designed to show 
how they had arrived at their price. 

That was a little bit odd; in effect, a prospective seller was asking 
a prospective buyer how he got that way. At first some of them were 
a little dubious as to why they should answer the questions. We gave 
as a reason that ultimately we would have to come before this Con- 
gress and justify those sales, and where better could we go to get the 
current view than from the bidder. Because the questions were not 
just conclusions. There were over 20 of them, and every one of them 
came within ranges, which is all we asked. 

Then the engineers reviewed it for us. They did not at any time 
know the bids. They had to interpret these in terms of earning 
power, as disclosed by the data supplied by the bidder. In addition 
to which, on their own they made independent studies as far as they 
could of what those figures should be. 

Then we had to make the allowances for different plants—such as, 
in the case of Institute, the disadvantage in being remote from a 
supply of butadiene but being closer to the Akron market. All of 
those factors entered into the calculation of earning power. 

And finally, then, to the last stage—of seeing if the buyers by any 
chance would agree with our figures. And for quite a time, Mr. 
Chairman, they did not. Our figures were higher. 

The Cuarrman. Do you stress the desirability of having differences 
in prices of the plants related to technological characteristics and _lo- 
cation so that each purchaser would have relatively equal operating 
costs ? 

Mr. Perrtpone. Definitely as a factor in earning power—one of the 
important factors in earning power. 

The Cuarmrman. How do you reconcile this with the prices on the 
first disposal program, which as I understand it ranged from $53 to 
$145 a ton, not counting the $162 for Baytown ? 

Mr. Perrisone. We have answered that quite completely, Senator, 
in the statement that we have passed in to you. At least we have 
attempted to. 

The Cuarmman. I read it but I could not understand it. It still 
is a matter of great mystery to me that Baytown was not bid on and 
later brought a higher price per ton than any plant, I believe. And 
now Institute, which could not even get a bid, brings a higher price 
than some of the previous ones that were disposed of. I still am 
mystified by it. 

Mr. Perriponr. Mr. Chairman, at various times we have shared 
your mystification, but we also derive great pleasure from the result. 
It is due generally to the changing economic conditions and the basic 
change in the outlook for this industry which is now an established 
one. While the only bid we had the first time around was $2.4 
million, when we got a batch of people in there 6 months later they 
were bidding under wholly different economic conditions, such as 
expansion of the automobile business, and increased demand for tires. 
You can imagine it was very pleasant to have a bid and sale at $7.1 


a for Baytown against a bid we turned down earlier of $2.4 
million. 
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The Cuarrman. Well, in this case it seems that you said the high 
bid was the full fair value, and if you always accepted this theory, 
then the authority to take less than the high would be meaningless. 

Mr. Perripone. I hate to embarrass that buyer by saying he paid 
too much for the plant, but I will say he paid more than the figure 
we put down as the figure we had in mind. 

Senator Caprenarr. You said this gentleman was a good horse 
trader a minute ago. 

Mr. Perripons. I tried to make that point; yes, sir. 

The CuarrmMan. There are a few other facts. What percentage 
of the industry’s capacity will Goodrich-Gulf have after the plant 
expansions are completed ? 

Mr. Perrisone. 19.9, as we have estimated, but that omits one im- 
portant element. We set forth in the table at page 13 of our report 
that the Shell Co. with its plant in California stated in response to 
our inquiry that they had plans for expansion, but they gave us no 
exact tonnage figure. We could not include any figure “for them. 
Including the Shell figure, the Goodrich figure would be reduced, not 
increased, Of course, as the other people expand their plants, it w ould 
reduce the Goodrich-Gulf figure. Otherwise we have set them forth, 
and we have included in there the information we had from General 
Tire of a plan to build a 40,000-ton plant in Texas. That is the same 
company which made the low bid for Baytown. And that may be 
taken again as an indication of changed conditions in the industry. 
Here was a buyer who bid $2.4 million “for a plant and let it go, and he 
knew we were not going to take that price. He comes back here at this 
juncture and starts to build a new plant. 

The CHarrman. The Department of Commerce has furnished a let- 
ter showing actual capacity on December 31, 1955, and an estimated 
capacity on December 31, 1956, and December 31, 1957. I would like 
to have this inserted in the record at this point. 

( The letter referred to follows :) 


DEPARTMENT OF COMMERCE, 
3USINESS AND DEFENSE SERVICES ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, January 31, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Senate Banking and Currency Committee, 
United States Senate, Washington, D. C. 


Dear SENATOR FULBRIGHT: In accordance with your staff request, by telephone 
today, for information concerning the capacity for production of S-type (buta- 
diene-styrene) synthetic rubber in the United States, we are happy to supply the 
following statement. 

The capacity production of S-type rubber has recently been reported to us 
by all companies except one very small producer. The data are on a net copoly- 
mer and also a net plus oil basis—the oil content of oil-extended S-type rubber is 
counted as rubber in the official statistics of production and consumption. The 
following table includes the reported figures for all operating companies except 
one; an estimate for that one, based on actual production, is included. The 
total capacity is shown below as of December 31, 1955, and as planned by the re- 
porting companies as of December 31, 1956:and 1957, 
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United States capacity for production of S-type synthetic rubber 
[1,000 long tons] 


| Operating plants | Institute Total 


: | Net plus | ; | Net plus | ‘ | Net plus 
| Net oil | Net Net 





oil oil 
ee |__| fan ffi 
106s 5 SA A ad 793.0| 907.9} 1220] 122.0] 915.0} 1,029.9 
1956. ..- -- ‘ . prmopsese | 908. 5 1, 057.6 122.0 | 122.0 1, 080.5 | 1, 179. 6 
1957 St ee jee | 1,148.7] 1,312.4 122.0} 1220] 1,270.7 1, 434. 4 
14 | 








The table includes privately owned plants with about 2,000 long tons annual 
capacity, in addition to plants formerly owned by the Government. 

The operating companies, in their actual production, taking the highest quarter 
of 1955 for each operator, demonstrated a capacity slightly higher than reported 
on the net basis for 1955, but slightly lower than reported on the net plus oil basis. 

Sincerely yours, 
Cuas. F. HONEYWELL, 
Administrator. 

The CuatrMan. This letter shows total capacity not including oil 
content on December 31, 1956, including Institute, as 1,030,500 long 
tons, and on December 31, 1957, as 1,270,700 long tons. It would seem 
from this that your figure of 1,091,900 long tons represents a point 
somewhere well into 1957. 

According to these Department of Commerce figures, as I read them, 
the Institute plant would have been operating about a year before 
other increases in capacity brought Goodrich-Gulf’s share of the indus- 
try down to 19.9. Isthat about right ? 

Mr. Perrimone. That overlooks the delay in putting Institute back 
into operation. You cannot put it back all at once. It will take time. 
They plan to do it one line at a time. 

As they have explained their program to us, there are three lines. 
They propose to put one in operation as quickly as can be done, and it 
will not take long. The other two will await developments to see 
what the demand 1s, plus the very important factor in their estimation 
of the impending shortage of butadiene. They have mentioned it to 
us and others have. 

I heard the statements here this morning of the Senator in con- 
nection with the proposal to sell the plant at Louisville, the alcohol 
butadiene plant, and the statement that Goodrich-Gulf intends to use 
alcohol butadiene. One of the limitations for anybody on the expan- 
sion of the business today is the supply of butadiene. 

The Cuarrman. Well, is it a fair statement representing the situa- 
tion that they have one-fifth of the industry? If these expansions take 
place, they will have one-fourth of the existing capacity ¢ 

Mr. Perrisone. Yes, it is within that range. 

The Cuarrman. When you decided to award the sale to Goodrich- 
Gulf, were you aware of the impending Federal Trade Commission 
action against the Goodrich Co. for violation of the antitrust laws? 

Mr. Perrizone. No, sir. 

The Cuarman. While we certainly do not intend to try the Good- 
rich case here, would you not agree that the raising of these charges 
makes it necessary that the Disposal Commission, the Department 
of Justice, and Congress have some doubts about whether the sale of 
the Institute plant to Goodrich would foster the development of a free 
competitive synthetic industry ? 
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Mr. Perripone. Were yousasking whether the Commission would 
think that about the Congress looking into it, or about the Commission 
looking into it ? 

The Cuarrman. Well, I mean you said you were not aware of those. 

Mr. Perrirone. That is right. 

The CHarrMan. Now that you are aware of them, do you not think 
it does raise some doubt about the matter ¢ 

Mr. Perripone. Well, I have no doubt, Senator—I would follow 
your lead in that, if you think it should be inquired into. So far as 
we were concerned, we had enough criteria in our law to keep us very 
busy. 

The Cuarman. Do you have any idea why United Carbon with- 
drew from the bidding ¢ 

Mr. Perrigone. The only intimation that we had was that they had 
laid out a good deal of money for the plant down there in Texas, 
$7.1 million, plus a lot of working capital, and I think they felt some 
limit as to the amount of money that they would wish to put at risk 
in this kind of industry. 

I could say this: That it was not because of any disagreement. be- 
tween us at any time. Our negotiations were always on the basis of 
frank exchange of views. 

The Cuarrman. Were there any other firms that expressed an inter- 
est in the Institute plant last summer but did not file a formal bid? 

Mr. Perrizone. Yes. Our report lists a number of people who asked 
for the brochures, but you would not always be sure from that, Sena- 
tor, whether or not that was just curiosity to keep up to date on the lat- 
est information. We listed all the actual proposals that we received. 

The Cuarrman. If a new disposal program were authorized by 
Congress under a new law, would yeu expect the unsuccessful bidders 
to bid again ? 

Mr. Perrisone. I would not know how to answer that one, Sena- 
tor. I could not answer that. 

The Cuatrrman. Would you expect any other bidders to appear! 
For example, firms which had previously expressed an interest but 
did not bid ¢ 

Mr. Perripone. I am sorry; I would not have any answer to make 
tothat. I donot know. 

The Cuatrman. The Federal Facilities Corp. has supplied statis- 
tics on the synthetic rubber program. We will insert it in the record. 

(The material referred to i :) 


FEDERAL FACILITIES CORPORATION, 
Washington D. C., January 27, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington D.C. 
DeaR SENATOR FULBRIGHT: In compliance with your request dated January 


16, 1956, for certain information concerning the synthetic rubber program, 
we submit the following : 
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I. Comparative balance sheet 
II. Comparative statement of operations and sales of facilities, Decem- 
ber 31, 1955 
III. Schedule of plant investment cost and proceeds of sales, May 1946 
through April 1949 
IV. Schedule of plant investment cost and proceeds of sales, April 21, 
1955, through August 22, 1955 
Vv. Summary of depreciataion expense, December 31, 1955 
After your review of the information submitted should you desire any addi- 
tional facts, please feel free to call on us. 
Sincerely yours, 
LAURENCE B. Rossins, 
Administrator. 


T2427—56——-3 
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Vv. Summary of depreciation expense, Dec. 31, 1955 


May 1942 through June 30, 1946 $161, 997, 000 
Fiscal year : 
1947 


48, 041, 908 
31, 703, 155 


677, 955 


452, 931, 540 
Additional depreciation : 
Standby depreciation, 1945 through June 30, 1951 65, 857, 241 
Depreciation on leased facilities through June 30, 1955 6, 226, 405 
Depreciation net adjustments, including effect of revised de- 
preciation rates at June 30, 1946 10, 326, 643 


535, 341, 829 


FEDERAL FACILITIES CORPORATION, 
Washington, D. C., January 31, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 


Deak SENATOR FULBRIGHT: In compliance with Mr. Hale’s request, supple- 
menting the information forwarded with Mr. Robbins’ letter of January 27, we 
submit the following: 

Analysis of change in investment in land, structures, and equipment for 
fiscal years 1949, 1950, and 1951. 

Net loss on sales, transfers, and retirements of plant, property, and 
equipment. 

The plants transferred to War Assets Administration during the fiscal year 
1949 were subsequently returned to RFC for disposition of reactivation. Plancor 
1166 was transferred to custody of General Services Administration. Plancor 
1365 was transferred to the Office of War Activity Liquidation of RFC for 
disposition. 

The real property of Plancor 1526 was transferred to the adjoining butyl plant 
and the equipment which could not be utilized in that operation was either 
salvaged or sold. Plancor 1167 was dismantled and the personal property that 


could not be utilized in the rubber program was either scrapped or abandoned in 
place. 


Sincerely, ney 
. Jd. IRWIN, 
Director, Office of Synthetic. 
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Analysis of change in investment in land, structures, and equipment for fiscal 


years 1949, 1950, and 1951 


Land, structures, and equipment, June 30, 1948 


Less: 
Plants sold fiscal year 1949: 
Operator: | 
Rye Standard Oil Co., Baton Rouge, 
a. . 
E. I. du Pont de Nemours & Co., 
Louisville, Ky 


—— Carbide Corp., Lousiville 


E. I. du Pont de Nemours & Co., 
Newark, N. J. 

Westvaco Chlorine Products Corp., 
Newark, Calif 


Plants transferred to War Assets Adminis- 
tration fiscal year 1949: 
Operator: | 
—— Carbide Corp., Ashtabula, | 


Sun Oil Co., Toledo, Ohio__.._.- 
Goodyear Synthetic Rubber Corp., 
Akron, Ohio 


Writeoff of initial charges of catalyst and 
chemicals at June 30, 1949 | 

Add: Net additions, betterments, and net in- 
crease in depreciation reserve for fiscal year 1949- 
Land, structures, and equipment, June 30, 1949 


Less: 
Plants transferred, fiscal year 1950: 
Operator: 
Esso Standard Oil Co., Baton Rouge, 


La 
Seutiiats ‘California Gas Co., Los 
Angeles, Calif 


Add: Net additions, betterments, and net in- | 


crease in depreciatjon reserve for fiscal year 1950- 
Land, structures, and equipment, June 30, 1950 


| 
| 
1 





Add: 


Plants returned for reactivation during year: | 
Operator: 


Goodyear Synthetic Rubber Corp., | 


Net additions betterments, and net | 
increase in depreciation reserve for | 


Land, structures, and equipment, June 30, 1951. . - - fe 


| 


} 
| 


Plan- 
cor | 
No. 


Invest- 


| ‘ment 


| 
| $558, 393, 108 


=| = 


| 
| 


1, 355 
625 | 
1, 607 ' 
1522 
1391 | —‘1, 290, 000 

| | 
1295 | 1,025, 000 | 


| 42,805, 000 | 


1, 985, 000 | 


37, 658, 000 | 
847, 000 


{ 


3, 242, 000 
7, 567, 000 


, 908, 000 
18, 717, 000 
9, 676, 000 


5, 548, 281 | 
92, 743, 389 


- 
‘ 


545, 000 | 


| } 
1,167 | 12, 557,000 


13, 102, 000 | 


3, 199, 847 | 


| 482, $41, 236 | 


7, 017, 000 


6, 574, 138 | 


496, 432, 374 | 


| 
a ee 
' 


Reserve for 
deprecia- 
tion 


$220, 321, 107 


1, 142, 000 
20, 090, 000 
254, 000 
442, 000 | 
616, 000 

22, 544, 000 


841, 000 
5, 028, 000 


8, 179, 000 
9, 048, 000 
5, 334, 000 


29, 823, 164 
213, 218, 271 





5, 415, 000 | 


25, 801, 242 | 
233, 604, 513 


3, 598, 000 


31, 019, 616 
268, 222, 129 


er 


2, 539, 000 
4, 729,000 
9, 669, 000 
4, 342,000 


— 2A, 274, 883 
279, 525, 118 
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Net loss on sales, transfers, and retirements of plant, property, and equipment 





Amount 


Net book value of facilities sold per schedule of plant investment cost and proceeds of sales 
May 1946 thro April 1949... 
Sales proceeds, reflected on above report 


Net loss on sales 

Add: 
Net book value of facilities otherwise disposed of: 

Plancor 1167, Los Angeles, Calif., Southern California Gas Co 

Plancor 592A, Longview, Tex., Premier Oil Refining Co 
GR-P rubber program Sees sset 
Various normal retirements of plant and equipment during regular operations, repre- 

sented by the following partial listing: 


Plancor | Location Plant operator 


1207 Louisville, Ky Carbide & Carbon Chemical Co. - ---. 
706 Lake Charles, La--.--- .| Cities Service Refining Corp_- 

1056 do Firestone Tire & Rubber Co : 

980 Institute, W. Va. B. F. Goodrich Chemical Co 

956 | Houston, Tex-_-- Goodyear Synthetic Rubber Corp_.._.-_--.--- 

485 Baytown, Tex--- Humble Oil & Refining Co- 

1082 —_ er ee de kd an 
611 Torrance, Calif Midland Rubber Corp_-_-__- 
933 | Port Neches, Tex.......| Neches Butane Products Co 

484 and 982 | Borger, Tex__...._..- ..| Phillips Chemical Co 
963 s Shell Chemical Co 

1063 Houston, Tex-.-_-- Sinclair Rubber, Inc__-.- 

1593 El Segundo, Calif- Standard Oil Co. of Calif 


8 


| g| sssseeessssse 


B 


BE 


§ 


gee 


r 
ez 





RS 





65, 376, 





The Cuarrman. Looking over the statement of operations and sales, 
I see the net income from operations for the last 5 years—that is, July 
1, 1950, through June 30, 1955—for all these Government plants is just 
over $230 million ; is that correct. 

Mr. Perrone. Just one moment. I think we have it. 

The Cuarrman. What I would like to do with these questions is sort 
of pick out of that very fine but long report a few of the high points 
oa make a record that ordinary people can understand. Have you 
seen a copy of this Federal Facilities Corporation report? 

Mr. Perriponz. Yes, sir. 

The Cuamrman. You have one of them? 

Mr. Petrrzone. Yes. You will realize, Senator, they are the official 
accounting group for our commission. All of our records of account 
are their records. We have no separate—— 

Senator Ropertson. Mr. Chairman, if you will yield, in view of the 
fact the chairman has a list of questions to ask and I have only two 
and time is running out on me—— 

The Cuamman. I am almost through, but I will yield anyway. 

Senator Rosertson. I just want to ask two questions. Under exist- 
ing law are you authorized to sell one of these plants for less than the 
fair market value? 

Mr. Perrione. No, sir. 

Senator Roserrson. Then regardless of whether fair market value 
takes priority over ere or vice versa or whether both should 
be equally considered, if you did not get fair market price for this you 
ann not sell it? 


Mr. Perrone. As demonstrated by our refusal to sell the Baytown 
plant the first time. 
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Senator Rosertson. Is it a fact that the Goodrich-Gulf offer was the 
only one you thought was a fair market value? 

Mr. Perrione. Yes, sir. 

Senator Roserrson. Is it a fact that you reported to the Attorney 
General that if this sale was made you had a firm commitment from 
this company, in view of the increased production that it would get, 
that it would make available some 67 percent of the Institute produc- 
tion at fair market prices to small business enterprise ? 

Mr. Perripone. Yes, sir. 

Senator Rozerrson. Did you report to the Attorney General, in your 
opinion that sale on that basis met both criteria: fair market value and 
a proper regard for the competitive situation ¢ 

Mr. Perripone. We did it, Senator, by the device of showing him 
exactly the report that you now have before you. That is what he 
was asked to pass on. 

Senator Rosertson. If I can anticipate what the Assistant Attorney 
General is going to say—because I have looked over his prepared 
brief—he is going to say that the Justice Department is not in position 
to challenge that viewpoint. 

Senator Lenman. Mr. Chairman, may I ask a question? 

The Cuatrman, Yes, I yield. 

Senator Lenman. Mr. Pettibone, at the time the proposal was before 
the committee, before the Senate, with regard to the sale of these prop- 
erties, I had very considerable reservations about the wisdom of the 
Senate disposing of these plants at the prices that had been offered. 
My reservations were due to two reasons. 

First, as I have said, I thought the price, in view of the earnings of 
these plants in former years, appeared to me to be very low. The 
second reservation was due to the fact that I had my doubts as to 
whether independent fabricators and small business enterprises were 
sufficiently protected by the contract which the Government entered 
into with these various plants. 

I realize that economic conditions have changed to some extent, pos- 
sibly not to the extent that you feel to be the fact. 1 say that because 
the period of time that has ot since the transfer was made to the 
rubber companies is a relatively short one. Have you any record of 
profits that have been made by these companies who acquired the 
synthetic rubber plants from the product of those plants? 

Mr. Perripone. Senator, I sat in the gallery and heard your address 
to the Senate when our report was up. On the question of earnings 
of the companies, we have not felt that we had any right to ask them 
for those earnings. We do not have the figures. 

On the question that you touched upon, of where small business came 
out in that, we have prepared a statement in connection with that if 
the committee wishes to have it. We havea statement here. Wehave 
made inquiry and have eee information about the performance 
of each company in fulfillment of its obligation to take care of small 
business. I think you touched upon that point as well. 

Senator Lenman. Yes; I did. 

Mr. Perrione. If the chairman wishes, we have a written state- 
ment prepared on the subject of the performance of these companies 
which is based on calls from.us since you asked us to eome up here, in 
which we asked them, for the purpose of presenting it here, what their 
performance was. 
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The statement shows that only one complaint has come to our atten- 
tion where a small-business man tendae that he was not getting 
consideration. It was promptly adjusted between that company and 
the company that was involved on the other side. And we had a 
letter—or it came to the Congress, I have forgotten which—saying the 
matter had been settled. But we thought it would be appropriate to 
be prepared with this up-to-date information. We have it if you 
wish it. 

Senator Leuman. Mr. Chairman, I would think 

The CHatrMan. Shall we have it in the record ? 

Senator Lenman. It would be very useful to have it. 

The CHarrMan. It will be inserted in the record at this point. 

Mr. Perrivone, Do you wish me to read it? 

The CHarrMan. How long is it? 

Mr. Perrone. It is very short. 

The CHarrMan. Would you like him to read it, Senator? 

Senator Leuman. I would be glad to have it. 

The Cuarmman. You may read it. 

Mr. Perrione. It is entitled “Amounts Sold to Small Business, 
May—December 1955.” You will recall transfer took place at the end 
of April. That is the reason we start with May 1. Transfers were 
all in the last week of April, so the period selected is May to December. 

We polled all copolymer plant purchasers in order to get their report 
on what tonnages they have sold to small business since their acquisi- 
tion of GR-S plants and have heard from all companies but one. 

You understand, Mr. Chairman, we did that after you extended an 
invitation to us to come up here and used that as the reason for the 
inquiry. 

In sum, all of the plant purchasers who have reported—and as I said, 
this is all but one—were committed by their contracts and by their 
statements before the House committee in the hearings‘of last March to 
make available to small business 106,739 long tons of GR-S. . This, of 
course, is on a pro rata basis—that is, for two-thirds of a year for all 
of the purchasers except United Rubber & Chemical Co., which owned 
its plant for only half a year. 

As against commitments totaling 106,739 long tons, these companies 
report sales to small businesses of 144,731 long tons. In most cases, the 
reported sales figures were described to us as very carefully exclusive 
of such companies as General Tite, various General Motors subsidi- 
aries, and other large companiés. 

In other words, the spirit of the inquiry was that we made clear to 
them, Mr. Chairman, that we were trying to see if they had fulfilled 
their commitments to small business. 

In a few cases, the reported figures include sales to General Tire. 
But in the aggregate, even making allowance for those cases, the total 
sold to small business is clearly in.excess of total commitments. 

In every case but one individual company sales exceed individual 
commitments. In some cases individaal company sales exceed full- 
year commitments, not only those for two-thirds of a year. The one 
instance where sales to small business are a shade below commitment 
causes us no concern... The difference is only 712 tons out of a ‘total 
commitment. in excess of 10,000 tons, The reason as reported to us by 
that company is that for the first 3:months of operation it had some 
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difficulty in finding customers. However, since then, sales to small 
business have been running at a rate ahead of commitment, and the 
company believes that should sales continue at or about the present 
rate its commitment to sell to small business will be more than fulfilled 
by the end of 12 months after purchase. 

Evidence of the reliability of these figures we have gathered is the 
fact that there has been brought to the Commission’s attention only 
one instance of a complaint by a small-business enterprise that it was 
not receiving enough synthetic rubber, and this complaint, we are 
pleased to report, was very promptly adjusted between the parties to 
their mutual satisfaction. 

Senator Lenman. Thank you very much. 

At the time the sale was made there was a certain spread between 
the price of synthetic rubber and natural rubber. I do not recall 
exactly what that spread was. My impression is it was in the neigh- 
borhood of 10 cents. 

Mr. Perrisonr. When we first started to work at this the price of 
natural was 18 or 19 cents, compared with 23 cents for synthetic. 
Before we got through with the negotiations it was approaching 30 
cents. 

Senator Lenman. What is the spread now? Do you know? 

Mr. Perrone. The market for natural rubber is around in the 
40’s. It has touched 50. 

Senator Lenman. How much? 

Mr. Perrone. It has touched 50 just temporarily. The market 
is now around 40 cents for natural rubber. 

Senator Lenman. How about synthetic ? 

Mr. Perrimone. The price is substantially the same as it was. Some 
differences are reflected, we are told, by the question of who pays the 
freight. Sometimes it’s f. o. b. the factory and sometimes the freight 
is included in the price. But there has been little change in the price 
of GR-S. 

Senator Bennett. Is GR-S still around 23 cents? 

Mr. Perrtpone. Yes, sir. 

Senator Lenman, Is that in all sales? Does that include the sales 
to the small-business enterprises and independent fabricators, or is 
that the sales price between various divisions and subsidiaries of the 
companies ¢ 

Mr. Petrtpone. All sales, including small business. 

Senator Lenman. That is all, Mr. Chairman. 

The Cuairman. I have a letter from the Rubber Producing Facili- 
ties Disposal Commission, dated January 26, 1956, with a tabulation 
reflecting these prices, which I think, for the purpose of the record, 
ought to be inserted, because that is an important matter. 

The letter and tabulation referred to follow :) 
Ruspser PRODUCING FActLities DisPosaL COMMISSION, 
Washington, D. C., January 25, 1956. 
Hon. Wricat PatMAN, 


House of Representatives, 
House Office Building, Washington, D. C. 


My Dear CoNGRESSMAN: This is in further response to your letter of January 
12, 1956, requesting certain information concerning synthetic rubber. To answer 
questions 1 and 2, the Commission's staff has prepared the attached chart which 
presents, by months from June through December 1955, the private selling prices 
of GR-S and butyl. A key to the company trade names for synthetic rubber is 
shown on page 4 of the chart. 
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The chart has been derived from price data published monthly in Rubber 

Age and periodically in Rubber World, both of which are trade journals of the 
rubber industry. Understandably, there was a time lag between transfer of 
the plants, during the last week in April, and publication of private prices. 
Prices of most polymers were published for June and July, but the first month for 
which a complete price list was published is August. The month for which 
prices are listed is in each case the month for which the source magazines were 
published. 
You will note that different private prices for the same polymer are often not 
directly comparable because of different freight treatment. Prices on which 
freight is allowed or prepaid are delivered prices to the purchaser wherever lo- 
cated. This is similar to past Government practice in synthetic rubber sales, 
where a uniform freight charge of 1.1 cent was added to the base price of the 
polymer and paid by all purchasers. Thus, for example, a Government polymer 
such as GR-S 1000, listed at 23 cents, was actually delivered at 24.1 cents. 
Freight extra is equivalent to f. o. b. plant, the purchaser paying the freight to 
his destination. 

On general, private prices for dry GR-S and butyl have remained at or quite 
near the Government price level. In fact, in certain freight extra cases, rubber 
is being delivered to consumers at less than the Government delivered price. 
For example, the base price for almost all Shell (S) polymers is the same as 
the Government base price. Shell sells on a freight extra basis, and Shell’s 
sales are largely to west coast fabricators, where freight is less than the 1.1 cent 
per pound charged by the Government. In those cases, the delivered price to 
the consumer is less than it was under Government operation. Depending on 
the location of the consumer and freight to his destination, the same is true of 
certain Firestone (butaprene S$) polymers, those of United Rubber & Chemical 
Co. (Baytown), and all but the three new Enjay butyl types. Depending on 
location and freight rates, even polymers for which the base price has been 
slightly raised may be delivered for less than the Government delivered price. 

In other cases, such as Goodrich-Gulf (ameripol), American Synthetic (ASRC) 
and Copolymer (copo), delivered prices are identical with those of Government. 

Prices for most GR-S latices have risen. This was expected. The brochures 
for the Naugatuck plant and the two Akron plants, where the bulk of the GR-S 
latex is made, show that costs of production of the latices and special types of 
dry GR-S produced there either exceeded or were virtually identical with their 
selling prices ; the Government either lost money or broke even on these polymers. 
This was possible, of course, as the Government had a monopoly position, de- 
riving its profit from the entire operation. Under private and separate plant 
ownership, prices were necessarily raised to cover all costs and yield a profit, 
after taxes. 

In answer to question 3, I attach two copies of a monthly bulletin entitled 
“United States Rubber Statistics,” published by the Department of Commerce. 
The most recent bulletin now available is that issued December 27, 1955, with 
statistics through November 1955. November statistics are on a preliminary 
basis. The January publication, presenting statistics through preliminary De- 
cember, should be available shortly. 

If this Commission can be of any further assistance to you, please call upon us, 

Very truly yours, 


HotMAan D, Perrinone, Chairman. 
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The CHamman. Would the Senator from Oregon like to ask some 
questions at this point ! 

Senator Morse. After you finish. 

The Cuarmman. I have a few more and then I will desist on this 
subject. 

Before we dismiss this witness, I wish to ask him some questions 
about the Louisville plant, but let’s get rid of this question first and 
then we will come back to that. 

Returning to that question, for the purpose of the record I would 
like to ask a few more questions. You have that statement, or at 
least one of your associates does, showing the net income from opera- 
tions for the 5 years—that is, July 1, 1950 through June 30, 1955— 
is just over $230 million. Is that not correct? 

Mr. Perrione. Well, while we are looking for the figure, Mr. 
Chairman, I repeat, the only accounts the Commission has are the 
accounts maintained by the agency which supplied you this infor- 
mation. I would just say whatever they have given you is our account. 

The Cuarrman. I just wanted to make the record show what I—— 

Mr. Watncer. We have it by years. We have not added them up. 

The Carman. The figures show $230 million. This is after taking 
depreciation, which for those 5 years is shown by the last sheet to be 
just over $156 million. This is also after charging interest at the rate 

»aid by the Treasury on short-term borrowings, adding up to $20 mil- 
bon in this period. This also includes $27 million for research and 
development over the same 5 years. 

The net income from operations of $230 million plus the deprecia- 
tion of $156 million seem to me to represent the Government’s re- 
turn from the operation of those plants sold in 1955, even though 
these figures do not include the standby expenses and depreciation 
on a not operated. 

am making these statements, and if you do not agree I wish you 
would say so, if you feel there is any violent difference. I think this 
would clarify for the purposes of the record and for the committee 
and the public the operation by the Government of these rubber 
plants. 

Mr. Perrreone. Senator, as I have tried to indicate, that account 
would be our account. It is the only account we have. They do all 
our accounting for us, 

The Carman. In other words, these plants and the equipment 
sold in 1955 for $274 million, includin the Baytown GR-S plant, 
the best of all the values per ton. According to your schedule of plant 
investment for the 1955 sales, they had brought to the Government 
$230 million of net income plus $156 million of depreciation or a total 
of $386 million in the 5 years before the sale? at is the way we 
would interpret that statement furnished by the Federal Facilities 
Corporation, 

Mr. Perripone. If the figures show that. I take it you will come 
ultimately to the point that that doesn’t reflect any income tax to the 
Government, so you cut it in two to start off with for a private 
owner. 

The Cuairman, Well, this is I think especially interesting. That 
is right. In view of the facet that you said one of the major elements 
in arriving at a fair value, full fair value, was their earning capacity. 
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Mr. Perrrsone. That is right. But I noted in your statement, Mr. 
Chairman, where you said that the plants would be paid for in 3 
vears you took the earnnigs without taking out-any income tax, whereas 
the private buyer on the face of it would have less than half of that 
earning after he paid his income tax. 

The Cuamman. I certainly would not want to leave the impression 
that I am not aware they would have to pay income tax. 

Mr. Perrisonn. I knew it was just an error, because it is an obvious 
thing they will have to pay tax. 

The Cuarrman. These statements are what I believe to be correct 
summaries of the figures. Then in a private concern income tax is 
taken off. 

Mr. Perrmone. That is all right. 

The CHarrMan. So $386 million in 5 years is at the rate of $77 
million a year. At that rate, the $274 million proceeds of the 1955 
sales would have been collected by the Government in less than 4 years. 

Mr. Perripone. Well, there, Mr. Chairman, we do not dispute your 
figures, but we cannot take your interpretation of the way a business 
treats depreciation. 

The Cuammay. I have not interpreted it yet. I am trying to lay 
down the—— 

Mr. Pertisone. Your figures interpret it, because you are adding de- 
preciation as if it were income, and it is not. 

The CHarrman. It isa return to the Government of its investment ; 
is it not? 

Mr. Perrizone. Well, that is not the way businessmen run a business. 
If you are going to some day build a new plant, we cannot accept as 
businessmen ignoring and tossing aside depreciation charges. It is 
a real factor and a very substantial one. 

We understand that it is quite common in the chemical business to 
write off a chemical plant entirely in 10 years starting from scratch— 
a new one—at 10 percent a year. So it is not a theory that it is a cost 
agamst operations. 

The CHarman. I would a for that purpose. You see, there is 
more than one purpose I hasiae mind in reviewing these figures, I 
think that the experience the Government had in the operation of 
these plants and in the original undertaking to build them was a 
very satisfactory one. I was pleased to try to point out that, contrary 
to what many —_ believe, everything the Government does is not 
always wastefully and irresponsibly done. I think the whole operation 
was a very successful one from the point of view of the Government’s 
operation. 

Mr. Perrimone. Mr. Chairman, I take it you have in mind that on 
page 16 of our original report we showed the results of income from 
the opening of the program all the way through, and as we showed 
it there was a deficit of $51 million in operations. That is shown on 
page 16 of our report filed in January of 1955. 

The Cuarrman. In operations? 

Mr. Perrmone. Yes, sir. 

_ The Cuarrman. Of course, the rate at which depreciation is taken 
sa variable one. Different operators have different ideas about it. 

Mr. Perrmone. That is granted. 

The Cuamman, When we come in and say that we got more than 
the book value for this plant, whether or not that is a great achieve- 
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ment depends upon what the rate of depreciation had been in the first 
place, does it not? 

Mr. Perrrsone. We did not attempt there to second-guess the other 
Government neies that had fixed the rate, Mr. Chairman. We 
accepted their figures. 

The Carman. These figures that I am trying ot read here—there 
are only two short pages—are, as I say, for the record. We will draw 
our conclusions from them. 

Mr. Perrone. Thank you. 

The Cuarman. I do not think you dispute the figures as such. 

Mr. Perrigone. Oh, no. 

The Cuarrman. It is rather the signficance of them you might 
disagree with. 

Mr. Perrone. That is right. 

The Cuamman. As I believe I said, at that rate the $274 million 
proceeds of the 1955 sales would have been collected by the Govern- 
ment in less than 4 years if the plant had not been sold. In fiscal 
1955, with less than a year’s operation for all but Baytown, the net 
income from operations was $64,795,000, and depreciation was 
$20,918,000, a total of over $85 million for fiscal 1955. I believe that 
is what the report shows. 

The plants valued at $274 million, recovering $77 million a year, 
would be returning to the Government about 28 percent per year on 
those figures, assuming that interpretation. 

Since April 1955, these plants have been operated at full capacity, 
have they not? 

Mr. Perriponr. Pardon me. I did not hear your question. 

The Cuarmman. Since April 1955, the plants have been operated at 
full capacity ? 

Mr. Perrmone. Well, they are now. I could not say just when 
they started. But as we came to the last end of Government opera- 
tion the Government was operating at full capacity, so I assume—— 

The Cuarrman. The demand has been very heavy, has it not? 

Mr. Perripone. It is in excess of supply, yes. 

The Cuarrman. In your report you say the disposal program pro- 
duced a recovery of $22 million above the total net cost of the program. 

Mr. Perrione. That is right. 

The Cuatrman. It is correct, is it not, that an operating deficit 
of $193 million was run up during World War II when prices were 
held below cost as an antiinflation measure, that there was a book 
loss of about $50 million on the early disposal program, and that 
there were standby and reactivation expenses of some $130 million? 

Mr. Perripone. Those are broken down, Senator, on page 16 of 
our original report by fiscal years, and below is tabulated the operat- 
ing loss at $51 million, some additional depreciation and other operat- 
ing cost adjustments $70,921,000, nonoperating losses including losses 
from sale of plants from May 20, 1942 through June 30, 1954, $72 
million, total $194,805,000. That is on page 16 of our original report. 

The Cuarrman. In other words, if I understand what you read, it 
agrees substantially with what I said. 

Mr. Petrione. Yes, sir. 

The Cuarrman. To balance these big loss items, we have the book 
profit of $160 million on the 1955 disposal program and the $260 
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million of operating profits during the years since June 1946. Is that 
right? 

Mr Petripone. I accept the figures, but it is hard to resist the 
interpretation. 

The CuairMan. I mean the difference is only what the significance 
of depreciation is? Is that right? 

Mr. Perripone. As soon as you begin to talk about the year fiscal 
1955, with operations ceasing the first of May, you have a whole series 
of extraordinary conditions that were not average, not normal, that 
reflect. themselves in an abnormal profit, and we deal with that in the 
statement which is now in your record. 

The Cratrman. Of course, I realize that. If you question the 
figures—that is, the accuracy as aside from the interpretation—I hope 
vou will do it now. The interpretation is different. When the Gov- 
ernment comes to dispose of these properties I think there is quite a 
different attitude from a going concern which has to, as you say, anti- 
cipate the building of a new plan, All I’m trying to develop is just 
how the Government comes out at this point. 

Mr. Perripone. On the very figures you have, you will see a foot- 
note on one page there put on by the accounting force that included 
in net income for fiscal 1955 is $6 million of profit for that period 
that came from the sale of the residual inventory at the turnover date, 
all in a lump sum, all paid at once, all taken over at once without 
any ensuing 2 months of expense to offset against it, meaning May 
and June of 1955. And the statement you have, if you will note on 
one page there, has a footnote * with a reference that shows that the 
net income includes $6 million of that extra profit, nonrecurring. 

The CuarrMan. I will read my last question and you are perfect] 
at liberty to disagree with me. I hope you will say what you think 
about it. 

It would be just as reasonable to say that the net profit for the 
entire synthetic-rubber program results from the $260 million net 
income from operations of the plants since World War II, particu- 
larly the high return the last 5 years, as it is to say it results from the 
$160 million book profits on the disposal program, would it not? 

Mr. Perrone. Well, I do not—I think I can accept your state- 
ment without arguing it. 

The Cuarrman. Well, we can agree, can we not, that overall this 
Government venture into the production of synthetic rubber was a 
rather successful one from the point 

Mr. Perrigone. It did great things for the country; it was a great 
thing the way it wound up, and the reason we were able to do the 
kind of job we were was that it was such a soundly conceived venture. 

The Cuamman. They were good plants and they were well run. 
Of course, they were run under the guidance of private enterprise. 

After all, the difference of opinion we had last year—that is, some 
of us—was not on the disposal. We were objecting to the price that 
they were being sold for. 

Mr. Perrione. Senator, may I ask you a question? You recited 
quite a few figures there. We have arranged for a transcript. If 
we check those figures overnight, could we tomorrow put in anything 
we find? I do not think we will differ at all on the figures. 
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The Cuarmman. We would be glad to have any difference of the 
figures. We think those are accurate, taken from the report with 
which we were furnished. 

Mr. Perrizonr. We are dealing with so many figures here that you 
have to be pretty careful—I do at least—or you will make a mistake. 

If we could do that, we will read it tonight, and if we have any 
correction we will put it in tomorrow. 

The Cuamman. If you have some differences, you let me know. 

(The following was received for the record :) 


RUBBER PRODUCING FACILITIES DIsPosAL COMMISSION, 
February 8, 1956, 
Hon. J. W. FULBRIGHT, 
Chairman, Banking and Currency Committee, 
United States Senate, Washington, D.C. 

DEAR SENATOR FULBRIGHT: In the course of the hearings before your committee 
on February 1, 1956, concerning the disposal of the GR-S plant at Institute, W. Va., 
you discussed with Mr. Pettibone, Chairman of this Commission, certain figures 
relating to the financial side of past Government synthetic-rubber operations. Mr. 
Pettibone agreed to inform you of any differences the Commission has regarding 
those figures. 

We have checked the figures and agree that they are accurate. The Commission 
disagrees only as to their interpretation. In his testimony, Mr. Pettibone ex- 
plained how the Commission’s views differ from yours on the significance of 
depreciation charges and on the inclusion in fiscal 1955 income, when that income 
is used for purposes of projection, of the nonrecurring $6 million profit on liqui- 
dation of the Government’s rubber inventories. 

In general, the Commission does not agree with the implication that, because the 
Government might have been able to recover in a few years its full remaining 
investment, therefore the plants were sold at too low a price. What the Govern- 
ment might have been able to earn in future years is, we believe, irrelevant. The 
decision was made, with the passage of the Rubber Producing Facilities Disposal 
Act of 1953, that the plants should be sold. At that time, the Congress abandoned 
the goal of full recovery of the Government’s investment by continued operation 
of the plants. That investment was, instead, to be recovered by the sale of the 
plants. 

The important question concerning plant value then became—what would pri- 
vate earnings be. This figure is totally different from Government income, As 
Mr. Pettibone pointed out, Federal income taxes of 52 percent apply, as do State 
and local taxes. Private operators will incur sales and advertising expenses and 
the additional expenses of producing a more diversified line of polymers in their 
plants. Operating their plants as separate units, they will not have the advan- 
tage of system operation which accrued to the Government as sole producer and 
seller of GR-S and butyl. 

Congress made irrelevant consideration of how long it would take the Govern- 
ment to recover its remaining investment. We examined instead private earning 
potential. On that basis, we believe, as we have stated in each of our disposal 


reports to the Congress, that we received full fair value for the facilities entrusted 
to us. 


Very truly yours, 
Haroip W. SHEEHAN, General Counsel. 

The Cuamman. The Senator from Indiana. 

Senator Carenart. I was out I guess when this line of questioning 
started; maybe I am not, up to date on it. But is it not a fact that 
the amount that the Government received for the sale of the synthetic- 
rubber plants was by far greater than any amount that they ever re- 
ceived for any previous disposal of any surplus property or any other 
kind of property ? 

Mr. Perrimone. Senator, I could not say that for everything, but 
these tables that were given you by Federal Facilities Corporation 
show the sales of some earlier related enterprises. 
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Senator Carenartr. I have before me here’a report of the surplus 
industrial real property sold as of September 30, 1952,:and, of course, 
the prices that much of this was sold at were much lower in compari- 
son than the synthetic-rubber plants. I'am thinking in terms now of 
the aluminum plants, the steel plants, and other going concerns. 

For example, here is a high-octane: gasoline plant that cost the 
Government $11 million which was sold for $3 million. 

I think that the price you received was much greater comparatively 
than had been received in the past. 

Mr. Perrone. It is greater than any that have been brought to 
my attention. 

Senator Carenart. It is greater than I have been able to-find any 
place. 

Mr. Perripone. Yes, sir. 

Senator Caprmart. And they were also going concerns. 

Is it not also a fact that the tax that the Government is receiving— 
they get 52-percent tax from these corporations on their profit. 

Mr. Perrmone. Yes, sir. 

Senator Capenart. This is greater, of course, than the total earn- 
ings that the Government had when they were operating it and had 
the complete cost of operating it? 

Mr. Perrrmone. I would not be able to answer that. And there is 
another factor that one must consider here. The Government on these 
plants as a part of its operating expenses did not pay all local taxes 
that a private owner would pay. 

Senator Carprnart. That is right. 

Mr. Perrieone. Certain of the Government property was either not 
subject to tax or subject to tax at a lower rate. We nave never been 
able to get that down in shape to-—— 

Senator Caprmart. One must keep in mind now that the Govern- 
ment is a partner to the extent of a little better than 50 percent of the 
earnings of all corporations. 

Mr. Perrone. Yes, sir. 

Senator Capenart, So the Government gets 52 percent for having 
no investment or doing nothing other than, of course, guarding the 
general welfare of the American people. 

Mr. Perrone. We tried to see whether we could assemble any 
data that might be useful to you in that connection, but a number of 
these companies are subsidiaries owned by one or another different 
companies, and with the information at hand their varying results 
would be so different we gave it up, so we just tied to the 52 percent 
as a figure. 

Senator Cargnart. I think it is a fact that last year General Motors 
paid the Government over a billion dollars in taxes, did they not, or 
something like that? $800 million? They get some depreciation 
which reduces it. But I think they paid about a billion and made 

‘about a billion, I think you'll find that the taxes that. these corpora- 
tions are paying on their earnings now are greater than any profit that 
the Government made in any one year that they operated these plants. 

The Cuamman. That reminds me. None of these purchasers got 
accelerated depreciation on these sales ; did they / 

Mr. Sugenan. The answer is “No.” 

Mr. Perrisone. Mr. Sheehan says “no.” 
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The Cuarrman. Are you through, Senator ? 

Senator Carenarr. I think so. 

The Cuarrman. Does the Senator from Oregon have any questions? 

Senator Morse. Just a couple. 

Will you turn to page 13 of the Commission’s report ! 

Mr. Perrmone. This is on Institute? 

Senator Morse. Yes, the.Institute plant....Am Lcorrect in my. under- 
standing of that table that after the Baytown disposal Goodrich-Gulf 
then owned 12.3 percent of the synthetic rubber production ? 

Mr. Perrone. Yes,sir. The figure in the second column, Senator. 

Senator Morse. If it buys this plant, am I right in turning to 
page— 3 ! jo hai 
Mr. Perrisone. Well, if you go right over on the same line, Sena- 
tor, on the same page, you will find it in the last column—19.9. 

Senator Morse. 19.9 percent of the synthetic rubber production ? 

Mr. Perrone. Yes, sir. 

Senator Morse. That 19.9 percentage will be the figure when all cur- 
rent expansion planned is made? 

Mr. Perrone. Not only the expansion but, as I mentioned, you 
will note in there a plant for General Tire. That is a new plant which 
they have announced and stated formally that they are going to build 
in Texas. The table shows what its proposed tonnage is, in the next 
to the last column, and that would give them 3.7 percent of capacity. 

Senator Morse. Does this table on page 13 mean that these compa- 
nies listed are all the companies in the United States that are now in 
the synthetic rubber business, the producing business ¢ 

Mr. Perrone. Senator, I would have answered, it included them 
all, but one of my associates says somewhere in the United States 
someone has a small plant producing 2,000 tons—I mean some nom- 
inal amount. 

Senator Morse. Were any of the bidders on the plant in question 
companies not included in this list on page 13? 

Mr. Perrisone. Oh, yes; we list the proposals elsewhere in the re- 
port and show what each one bid originally and what he bid in suc- 
cessive bids. 

If you will turn to page 10, in the middle of the page you will see 
the names of all the bidders and then, in columns, what their original 
bid was. We then proceeded with negotiations and set November 21 
eect the bid. That shows where they were raised. Then the final 

ids. 

Senator Morsr. Just for foundation material in the record at this 
point, I want to dwell on this question a little longer. 

Keeping in mind now the list of companies on page 13 and the list 
of bidders on page 10, how many companies bid. on this plant who 
4 —— now listed in the table on page 13 as producers of synthetic 
rubber 

Mr. Perrtsone. The third one, Imperial Commodities. The fourth 
one, Mr. Pauley. The next one, Union Carbide. No one of those 
three was the buyer of another plant. They were bidders, not buyers. 

Senator Morse. I understand. We have bids on this pro 
plant by three companies which are not at the present time producers 
of synthetic rubber, and therefore they would: be newcomers in the 
field, so to speak ? 
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Mr. Perrisone. Well, newcomers in the field so far as the copolymer 
or butadiene plant is concerned. Mr. Pauley is engaged in the fabrica- 
tion of rubber. 

Senator Morse. I understand that. j 

Mr. Perrone. I am not sure of Carbide. They have various 

chemicals. But so far as a copolymer plant, the answer would be as 
you stated it. ; 
” Senator Morse. So far as the type of production that would be 
manufactured in this particular plant that is under question, if any 
one of these three companies that you have identified in the table 
on page 10 should have bid enough so that you felt bid represented 
the fair market value, they would have been a newcomer in the pro- 
duction of this particular type of rubber ? 

Mr. Perrrsone. Yes, sir; that is correct. 

Senator Morse. And in that sense, had they succeeded in bidding 
sufficiently so that you thought they were entitled to receive the 
plant on the basis of your fair market value test, we would have 
enlarged in this country competition in the rubber industry in the 
sense that we had enlarged the number of companies producing 
rubber ¢ 

Mr. Perripone. Well, we would have had a newscomer, Senator. 
But one of the problems we had to weigh—and I do not attempt to 
give you the answer—when a newcomer comes in, if it is a plant 
with sizable productive capacity such as Institute, their is serious 
question whether he could dispose of the whole product to small 
manufacturers. He would probably have to seek out at least one of 
the big four in order to be able to market the product. 

We never had to face that finally in too analytical a way because 
there was such a disparity between these different bids. 

Senator Morse. Taking your premise, that is one of the compe- 
titive risks we run in this free enterprise system of ours, is it not? Is 
it not one of the things that we boast about in respect to its strength ? 
We think it is a good thing to have a large number of free enterprisers 
in the field and participating in competition, because experience has 
shown the consumer by and large is the winner. 

Mr. Perripone. Weill, not only would I accept that,.Senator, but 
we would have had an idea that the problem I just mentioned was pri- 
marily the problem of the buyer, ant if he had financial responsibility 
to back up his bid we would not have been trying to educate him on 
the drawbacks to his purchase of the plant; we would have been going 
the other way. 

Senator Morse. I do not know whether it is particularly relevant or 
not, but let’s assume an interesting hypothetical as long as we are in 
that. mye Imperial ities Corp. or Edwin W. Paule 
or Union Carbide & Carbon Corp. had bid at least $9.5 million, whic 
I think in round numbers is a _— that you gentlemen decided 
would have been a pretty fair market value. Do you have any ques- 
tion as to their financial responsibility to make good on that bid? 

Mr. Perrmone. We declared all of them eligible to negotiate and 
did negotiate with them. 
_ Senator Morse. The ernting of the purchase to Goodrich-Gulf if 
it is finally consummated would not result in expanding the number 
of producers and manufacturers in this industry, would it? 
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Mr. Perrrsone. I havea little difficulty when you are not close to 
the mike there in hearing you. 

Senator Morse. I am sorry. 

Mr. Perrimone. I am sorry, Senator. I did not get the question. 

Senator Morse. You are certainly entitled to have the question put 
to you clearly, and if it is not clear 1 will always restate it. 

Mr. Perrtpone. Thank you. 

Senator Morse. The granting of this sale to Goodrich-Gulf, if it 
is consummated, would not result in increasing the number of pro- 
ducers in the synthetic rubber industry in this country, would it? 

Mr. Perrmone. That is right. Goodrich-Gulf earlier bought a 
copolymer plant at Port Neches. 

evans orsE. Still dealing with this on a hypothetical basis, is 
it not true that if we are going to check monopoly in this country it 
is necessary for use to give some consideration to the breadth of the 
base of the number of operators in a given business. To wit, if we 
have a type of industry in which you have just 3 producers, you 
have a greater danger of monopolistic combines than if you have an 
industry in which there are 50 producers ¢ 

Mr. Perrteone. I am not sure, Senator, that you were here earlier 
when we not only agreed with that but I gave the illustration the case 
of Baytown where we informally told Goodyear that we would not. be 
recommending their bid even if they were the high bidder, whereupon 
they withdrew. I give you this as evidence of our awareness of the 
ree Goodyear had already bought two plants, and we had 

idders who had no plants who we thought were qualified to oper- 
ate. 

Senator Morse. Because they are also producing a rather substan- 
tial percentage of synthetic rubber ! 

Mr. Perrmonr. And had they bought that plant at that time, then 
they would have been far ahead of anyone else. And we did the same 
thing in our testimony, and showed it: here, in the case of the styrene 
lant in Los Angeles, Calif.» We did not tell them but we ruled out 

w who at one time was the high bidder. We would not sell to them 
because if we did they would own more than 50 percent of the total 
production capacit ag styrene as I understand it. 

Senator Morse. I understand you to say Goodyear of Akron was 
the company you told? 

Mr. Pertrsone. On Baytown we told them that while they could 
continue to participate and negotiate, our view was if they turned out 
to be high bidder we would not sell to them. 

Senator Morse. This particular—— 

Mr. Pettizone. On Baytown, 

Senator Morse. What about this particular plant ! 

Mr. Perrrsone. We did not ask them to withdraw here, but they 
did on their own, voluntarily. They withdrew, Senator, after we put 
out the notice to all bidders that it ‘was our view we would not recom- 
mend a price below $9.5 million, 

Senator Morse. But at the time of this bid Goodrich was already 
producing 13.1 of the total supply. Goodyear, Akron, and Goodyear. 

ouston, were producing 16.6 per cent. 

Mr. Perrmone. Yes, sir.) 

Senator Morsr. You say they voluntarily withdrew from bidding 
on this plant, apparently with your approval in the sense that—— 
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Mr. Perrrone. You are speaking now of Institute / 

Senator Morse. Yes, of Institute. 

Mr. Perrrpone. We took the position from the first that no bidder 
was bound until he signed a contract: and we signed one. He could 
negotiate, but he was not bound until he actually signed a contract and 
we signed it. That proved necesary in earlier negotiations because 
people kept raising their bids, and we did not want to sign too soon. 

Senator Morss. I just wanted to be sure that I had drawn the cor- 
rect inference from your previous statement. 

Mr. Perrrsone. That is right. 

Senator Morse. When Goodyear, Akron, was considering bidding 
on Baytown you told them that you would not consider their bid if 
they did bid ? 

Mr. Petrrsone. That is right, because that would have added 6 
percent which is shown in the second column, to theirs and would have 
civen them 21.6 percent, and that was before expansions really began 
to be announced. 

Senator Morse. But this table on page 13 shows that they were pro- 
ducing 16.6 percent of the production at the same time that Goodrich- 
Gulf was producing 13.1, in round numbers a fraction over 3 percent 
difference, and yet you thought it was all right for Goodrich-Gulf 
to bid on this plant ? 

Mr. Pertrrone. Well, I tried to explain, Senator, that in the case 
of the Baytown sale we had other bidders not then plant owners who 
were bidding satisfactory prices, and even if Goodyear had been the 
high bidder we would have exercised, and so told them, our discretion 


to take a lower bid because it would bring in someone new, If we 
sold to them they would then have 21.6 percent. 
Senator Morsr. Do bm have any reason to believe, Mr. Petti- 


bone, that there would not be new bids if Congress took action 
that would provide for them ? 

Mr. Perrisone. I would not be able to answer that, Senator. I 
have no impression at all about it. 

Senator Morse. Your reply as I recall it to a similar question 
by Senator Fulbright was a little different—that you could not 
answer his question as to whether or not the people that have al- 
ready bid would offer new bids. But I was interested in whether 
or not from your knowledge of this industry you had an opinion 
as to whether or not if we opened this up for new bids there prob- 
ably would be new bids. 

Mr. Perripong. My personal view is that I would enter upon it 
with grave doubt that we would have a bid anywhere near as good 
from. anybody. 

Senator Morse. Not even near the $9.5 million that would seem 
to be considered an acceptable figure? 

Mr. Perrisone. Senator, I have done this reorganization, liq- 
uidation work for 40 years, and there are times when you have 
to take what a buyer offers you or you are not going to have any 
deal, and I think we are about there. 

Senator Morss. You speak about the assurance from Goodrich- 
Gulf Co. that the small business interests that need rubber are going 
to be assured—what percentage of the output of this plant? 
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Mr. Perrisone. It depends on the number of lines operating. It 
varies—1 line, 2 lines, and 3 lines. The maximum comes up to 67 
percent when the 3 lines are in oneeniin 

Senator Morse. Is there anything in the sales contract that would 
create a legal liability on the part of the purchaser in case 2, 3, 4, 
or 5 years later they did not supply the sacieene man with that 
rubber? 

Mr.: Perripone. We have taken the position from the first, Sen- 
ator, in discussing this with the buyers, that..we thought the pro- 
vision was a valid one and could be enforced. In the hearings last 
March before the House Armed Services Committee, Chairman Vin- 
son asked a responsible officer of each company to state whether 
in his view that was a legal and binding commitment. Each one 
on the record said that for his company he considered the obli- 
gation a binding, legal obligation. 

Senator Morse. Have you an opinion from the Department of 
Justice as to whether that would be a legal, binding obligation? 

Mr. Perrirpone. Yes. Judge Barnes testified to that in the course 
of the March hearings, I think here as well as in the House. I 
am not sure. But he testified to that—that he considered it an en- 
forceable provision at that time. 

Senator Morse. In that sense it is a conditional sale? 

Mr. Perripone. Well—conditional sale? I am not just sure what 
that means. We have transferred title absolutely, if that is what 
conditional—we have no strings on the title to the property. 

Senator Morse. The enforcement of this particular guaranty of a 
certain percentage of the enneianen going to small business would 
rest upon the private legal rights of the small-business man versus 
the purchaser. The Government would have no responsibility or 
obligation to see to it that the condition is enforced ¢ 

Mr. Perrieone. I would not be able to answer, Senator, as to the 
rights of private parties. It was our thought, that the Government 
agency finally succeeds to the management of whatever is left. of this 
property probably would have power to take action in connection 
with this agreement of the buyer. 

Senator Morse. Permit me to dwell on it just a minute longer, 
because I am interested in getting your point of view. I want to 
discuss it with Judge Barnes when be is on the stand. 

Do I understand now that you consider that if the contract of sale 
that you enter into with Goodrich-Gulf contained this condition 
creating the obligation on the part of the purchaser to supply this 
certain percentage of its production to small business and if in the 
future complaints are filed with the Federal Government that that 
condition is not being kept, then the Federal Government will proceed 
to take the action against the purchaser ? 

Mr. Perrone. First, let me answer that the clause in this contract 
on that subject is identical with most of the clauses in the other con- 
tracts. We have used just the same words. Counsel calls my atten- 
tion to the fact that they state unequivocally they will make avail- 
able— - 

Mr. SuesHan. There was some question last year about some of 
the language in some of these contracts. This one is unequivocal. 

Senator Morse. The reason I am raising this is I think the record 
will show when I examined counsel for the rubber companies last 
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year they took the position that it was not an enforceable condition 
but that they intended to see to it that small business got some rubber. 

Mr. Perrmone. I wonder if you would excuse me, Senator, if I 

would confess to you that I cannot really engage very much in a 
diseussion with you on any legal point, because I would have to ask 
you to answer that.question. So far as the businessmen of the Com- 
mission are concerned, we were put”to it to find some. device to carry 
out the spirit of this statute. This one we were advised was appar- 
ently one that would be workable, and so we adopted it as the best 
job we could do to carry out the criteria of the statute. 
' Senator Morse. In regard to this matter of the price, wholesale 
price, of GR-S at the present time as compared with the price at the 
time the sales were made, am I correct in my understanding that 
there has been no increase in price since the sales 

Mr. Perrtpone. It is substantially the same. There has been some 
change in the way of billing for transportation charges, but we have 
passed in—and Senator Capehart I think made a part of the record— 
a table on that which shows the information month by month. 

The Cuairman. Will the Senator yield? We put that table in. 
I have in my hand the January issue of Rubber World, 1956, and the 
staff has indicated this is the first example they have seen of an 
increase. It says on page 568: 

The first GR-S producer to take recognition of the realities of supply and 
demand has announced a 1- to 3-cent price increase for its hot and cold special 
types of GR-S. 

And then it goes on. Counsel of the committee says that is the first 
example he has seen of a break of any substance. 

Mr. Perrrpone. Also may I call to your attention, Senator, that 
I answered this question generally. I am talking always about GR-S 
which is the major type of rubber put out. ith respect to ial 
types of rubber, some of these individual plant buyers have found 
out that when they have to make 20 types instead of 1 or 2 or 3, their 
costs go up. I would not be at all surprised that for special t 
of vue that price would likely rise. On the other hand, the Gov- 
ernment managed that on a program basis. They would produce all 
of one type in one plant and all of another type in another plant, and 
an individual plant buyer does not have that choice always. Some- 
times he does, 

er Morse. But what, if any, increase has there been in retail 
prices 

Mr. Perritpone. Well, we have not attempted to gather information 
beyond the sales prices of the buyers of the plants, and they are sell- 
ing so far as they are concerned, at retail. In other words, they are 
selling to a fabricator, not only a tire fabricator but some others. 


Whether you call that retail, those are the only figures we have. The 
price of rubber as it goes out of the GR-S plant is the figure we are 
talking about. 

Senator Morse. Is it true that some of these companies such as 
Firestone and General Tire and Goodyear and the others have sub- 
sidiary retail outlets, fabricating outlets, for the raw material that 
they manufacture in these Oe rubber eae pene and that 


if we are going to trace what has happened to rubber prices of the 
country you have to look beyond the wholesale price for GR-S and 
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look and see what has happened to the retail prices on the fabricated 
products, fabricated within the operations of subsidiaries connected 
with these companies ? 

Mr. Perrreone. Well, Senator, I suspect that for certain reasons 
that would be a pertinent inquiry, but we have not made that inquiry 
so I could not answer your question. 

Senator Morse. I want to raise it for the record. But I agree I 
think it is my duty as a legislator to go into that and find out what 
the facts are. I comment now as chairman of the Subcommittee on 
Small Business of the Banking and Currency Committee and a mem- 
ber of the Select Committee on Small Business. Allegations are 
made, at least, that what has happened in the rubber field is that 
although the wholesale price has kept about the same there has been 
a substantial increase in the retail prices in the fabricating end. 
That you are dealing here with further monopoly problems, and if 
we are going to investigate the monopoly ramifications of these sales 
we have got to follow the produce through from the time of the 
manufacture of GR-S to the final sale, both wholesale and retail, of 
the tire that is produced as the result of the synthetic manufacture in 
the first place. When we do that we find that this monopoly problem 
takes on a little different complexion. 

If you will just look at the table on 13 and find that you have this 
many companies producing X percentage of GR-S—and you are 
quite right, I do not think that you are the witness that 1 should 
discuss this with—but, Mr. Chairman, I want to make it clear for the 
record at this point that we are not out of the woods as far as the 
monopolistic dangers of this sale simply by considering the informa- 


tion on the table on page 13. 
il 


We as legislators still have the obligation to the rubber consumers 
of America of finding out what part is played by a sale of this plant 
to. a company that already is.in this productive field in the final cost 
of rubber, to the consumer as the result of the strengthening of a 
vertical monopoly situation in this country that may flow from this 
particular sale, 

We cannot escape the fact that a small number of rubber companies 
and a small number of oil companies control the synthetic rubber 
production in this country. 

I am still searching for all the facts, but I do want to say that I 
am concerned about the fact that we did not get a bid from a new- 
comer in the field that was acceptable. What we ought to do, I 
think, if we are going to really have effective control of monopoly, 
is broaden the base of participants in production. 

Of course, these gentlemen are up against a legal requirement of 
getting a fair-market value. I sympathize with them:on that. They 
also have the duty of taking into consideration—which they have, and 
they have reached a judgment on it; I may not agree with their 
judgment on it but they have reached a judgment—whether or not 
ins is going to do violence to the spirit and intent of the Clayton 

ct. 

But I still think as legislators we ought to consider this question 
that Mr. Pettibone NEY PROORY I think says he cannot give us a 
dogmatic answer on, whether or not. by opening ‘his up new bids might 
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not result from newcomers whereby we might get some new company 
into this field. 

As the chairman knows, I am for selling the plant. I do not think 
the Government should be operating it, and I do not think it should 
be in standby. But I have to express the concern that I expressed 
last year about this concentration of ownership in such a small num- 
ber of companies. My work in the Select Committee on Small Busi- 
ness satisfies me that we are in great danger of a vertical monopoly 
squeeze in this country not only in rubber but in other industries 
as well. 

I want to thank the witness for his very helpful testimony, and 
I shall press the matter when I have some other witnesses before me. 

That is all, Mr. Chairman. 

The Cuarmman. I would respond to the Senator by saying that, 
of course, this question of the Clayton Act, while I think it is appro- 
priate to the questioning of Mr. Pettibone, we will take up at greater 
length with Mr. Barnes this afternoon. 

If I understood Mr. Pettibone’s position, it is that he has it in 
mind but he really felt his duty to receive the full fair value was 
equal if not greater in importance from his point of view and that 
the decision as to the antitrust acts was more logically and properly 
that of the Attorney General. 

Mr. Perrizone. That is correct. 

The CuarrMan. Is that not about correct? 

Mr. Perrisone. Exactly. 

Senator Morsr. The witness is perfectly right that he had a right 
to rely upon that because of the memorandum opinion which the 
Attorney General gave him: The thing that makes the legal pro- 
fession so fascinating and interesting is that lawyers disagree. But 
I am very much interested in this observation of the Attorney Gen- 
eral, if I may say so at this point, on the top of page 17 in the memo- 
randum opinion where he says: : 

The application of section 7 of the Clayton Act for the proposed disposal in- 
dicates problems of another nature, as an objective evaluation of this pro- 
posal must take into account the fact that jt involves the creation of new 
private synthetic rubber facilities rather than the elimination of such facilities 
with the concurrent lessening of competition. Moreover, we have been informed 
by the Commission that the sale to Goodrich-Gulf is the only sale the Com- 
mission could possibly recommend and that the failure of the Commission 
to make this disposal to the Goodrich-Gulf will result in the elimination of the 
productive capacity of this facility from the competitive scene for an indeter- 
minate period of time, and in these circumstances I do not feel that the proposed 
sale will result in a substantial lessening of competition as contemplated by 
section 7. 

Then he goes on to point out that this is a sale by the Government 
to a private enterprise rather than a sale by one private enterprise to 
another private enterprise. He seems to think that that may raise 
a question as to whether or not section 7 of the Clayton Act applies. 

I say most respectfully that I think it completely overlooks what 
Congress was seeking to prevent—monopoly. If the end result is 
monopoly, whether the Government makes the sale or private enter- 
prise makes the sale, I think the court should hold that it is the public 
interest that we seek to protect by the Clayton Act against monopoly 
and the Government itself should not become a participant in a 
monopolistic-creating pr actice. 


72427—56—_5 
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The Cuarmman. I think the Senator is quite right. It was clearly 
the intention of Congress not to contribute to either the increasing or 
furthering of a monopolistic situation. Regardless of the technical 
application of section 7, I think, it was certainly the intent to dis- 
approve of a sale that would create a greater monopoly. But I be- 
lieve we ought to defer that perhaps to Mr. Barnes. I think Mr. Petti- 
bone feels he should not discuss it, although I am sure he would be 
quite capable of doing so. 

There is one further comment I wanted to make for the record. I 
read the first sentence of this report from Rubber World. I should 
have read the next paragraph to complete it. I think it is interest- 
ing. The next paragraph on that same page 586 reads: 

GR-S-type rubbers have been in short supply for some time and demand for 
them is on the upswing. Producers have until now hesitated to bring their prices 
into line with basic economics because of a tacit agreement with the Govern- 
ment to hold prices as stable as possible for as long as possible. Now that 
Naugatuck has taken the first step with some of the special types, the rest of the 
industry is expected to follow suit, at least for these types. 

It is interesting that they have held it stable up to now, but it looks 
as if it is about to break out, according to that article. 

I cannot resist making one further observation, Mr. Pettibone: 
Your objecting to my inclusion of depreciation in calculating what 
the Government was getting still seems to me, the more I think of it, 
less defensible. AI] I am interested in, all we are interested in as a 
committee, is: What does the Government get out of this? Not in 
any accounting procedure such as that. 

Just look at it this way: If the Government kept the plants 5 years, 
if there was no decrease in what they had done, and then junked them 


all, the taxpayer would have ended up with a great deal more money 
than you got out of this sale. If you look at it only as to what the 
Government gets out of it through operations compared to what you 
got out of it through the sale, that was the question we were concerned 
with last year and one of the reasons for the objection of myself and 
a few other Members of the Senate. Our Se was that you were 


selling them too cheap in the light of conditions as they existed at 
the time it was brought to us. Of course, we also objected to the 
purchasers. 

You might well say, “Well, the times have changed,” but as far as 
we were concerned as a committee and I as a Senator, we were looking 
at it as of that moment, and I thought then they were too cheap. I 
think conditions since then have validated that opinion that in the 
light of the conditions—and conditions that were no secret to me; 
everybody knew them, it was well known what was happening in the 
automobile industry and every industry—you were giving them a 
very great bargain. That was our objection. 

I still think that it is quite proper to consider the amount of the 
depreciation taken for the purpose of considering the benefit or loss 
to the Government, because it was a liquidating operation. 

Nobody ever—well, I did not certainly, and I do not think anyone 
else did—looked —_ it as a continuing operation. "We were simply 
liquidating it. How do you liquidate it the best? Was it better 
to sell at that price or to operate it 3 or 4 or 5 more years? That 
was really the point. 
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I think on that basis, as a liquidating proposition, you would have 
to agree that the amount of the depreciation could be included as the 
amount returned, because that would be a cash sale. It would be cash 
in the coffers of the Government, would it not ? 

Mr. Perrone. Well, Senator, you are a thoroughly trained, com- 
petent person as a public servant. This is my first entry into the 
Government side of anything. And so I confess I approach it as a 
businessman would approach it on what you do about depreciation. 
And the language that you are talking from a businessman’s view- 
point is not just exactly the way we do it. 

The Cuamman. Well, you recognize they are very different, the 
continuing operation of a business and the Government with an asset 
it is seeking to liquidate. Which is the best way to do it? No one 
was really advocating we continue operating the plants and rebuild 
them, build new ones to take their place. It was a question I would 
say solely of how best, most profitably to the taxpayers, we get out 
of this situation ? 

So from that point of view I do not believe there is a serious 
question we could consider what the depreciation is during that period 
in computing what the recovery to the Government would have been. 

Mr. Perrinone. May I make, Senator, if appropriate at some time, 
a slight acknowledgment to the gentleman from West Virginia who 
spoke this morning because of a number of contacts we had? Would 
this be an appropriate time for me to acknowledge the help they have 
given tous? 

The Cuarrman. Certainly it would be. 

Mr. Perrirsone. From the first we have been in contact with various 
people in all plant areas. We toured them and inspected them all 
in 1954, and when we did it again in 1955 with this Institute plant 
we contacted the Senators and Members of Congress from that area 
and invited them to go with us. In many cases we had help. In the 
case of West Virginia we had occasional contact with Senators Kil- 
gore and Neely and very frequent contact with the gentleman who 
came here this morning, Congressman Byrd. And he and the people 
of the chamber of commerce down there early started to register with 
the Commission their desire for the sale. 

We have worked with them right along. We have exchanged views 
on many occasions. We have done what we could, particularly with 
the businessmen, to emphasize that if they would address themselves 
Me proses bidders instead of the Commission that would be quite 

elpful. 

So that I wanted to acknowledge that when these gentlemen spoke 
this morning I was much interested in what they had to say, but I 
also wish to acknowledge on behalf of the Commission the extent 
to which they have been helpful to us in our operation. 

The Cuarrman. I am very glad to have that statement. 

I have just a few questions about this other matter if you have 
nothing further you would like to add in this record. 

Mr. NE. No. 

The Cxarrman. I have here copies of the S. 3091 introduced by the 
Senators from Kentucky to permit sale or long-term lease of. the 
alcohol butadiene plant at Louisville, Ky. I would appreciate your 
comments on this bill and possibly you would prefer to send us com- 
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ments In writing after you have a chance to review the bill in detail in 
your office. 

Mr. Perrisone. If we may, I would prefer to take the time out so 
we may have the benefit of exchange of views amongst us rather than 
to express an offhand opinion. You will bear in mind that I have 
already stated one element that we won’t be changing and that is 
that presently there is not only not an oversupply of the basic essential 
material butadiene, it may even be in short supply, so that whatever 
will be helpful in producing more butadiene obviously is a help to 
the whole program. That one I state now. 

But if we could take time to study the other and give you com- 
ments later, that might be easier for us. 

_ The Cuairman. | just wanted to get this on the road, because there 
is a considerable urgency about this matter. 

Mr. Perripone. Yes, sir. 

The Cuatrman. So if you will give us that in writing we will then 
include it. Could you for the record now give a very brief descrip- 
tion of the plant and its present status? Can you do that without—— 

Mr. Perrizone. May I ask Mr. Holland, who has visited it, to 
answer the question ? 

The CuarrMan. Certainly. Just tostart this record off, if you could 
tell us a little about this plant. 

Mr. Hotianp. I think the proper thing to do would be to introduce 
the brochure which has been prepared by the operating agency and 
which gives a complete description of it. Publicker is running one 
line now and are hoping to open up another. The plant is leased to 
Publicker for 3 years—2 yet to go. 

The Cuarrman. Well, thank you very much, Mr. Pettibone, and 
associates. We will recess now until 2: 30, at which time we will hear 
from the Attorney General’s representatives, Mr. Barnes, Assistant 
Attorney General, on the crux of the matter. But we appreciate very 
much the time and trouble you have given to us to enlighten us. I 
hope you do not misunderstand my attitude. I think you gentlemen 
have done a fine job in many respects, and the whole operation is 
something the Government as well as the Commission can be proud of. 

Mr. Perrisone. Thank you. 

The Cuairman. We will recess until 2: 30. 

(Whereupon, at 12:45 p. m., the committee recessed, to reconvene 
at 2: 30 p. m., this date.) 

(The prepared statement of Mr. Pettibone reads as follows :) 


STATEMENT OF HOLMAN D. PETTIBONE, CHAIRMAN, RUBBER PRODUCING FACILITIES 
DISPOSAL COMMISSION 


When the chairman of this committee, on January 26, filed his resolution of 
disapproval of the Institute sale, he inserted an explanatory statement in the 
Congressional Record. A portion of that statement contends that subsequent 
events are evidence that the sales prices under last year’s disposal program were 
too low. I would like to read the following statement in answer to that con- 
tention. 

The prices received by the Commission for the Baytown copolymer plant and 
the tank cars, and that for the Institute copolymer plant, are not indications 
that the prices negotiated at the end of 1954 for the 24 plants in the first disposal 
program were inadequate. The prices in the first disposal program did repre- 
sent full fair value for those facilities. We believed that then, and we believe 
it now. The prices in the later disposals are the result of radically changed 
bidding conditions and reflect a quite different economic climate. 
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In the first disposal program, except in a few instances, there was no competi- 
tion in bidding for the plants. One bid per plant was the rule. This state of 
affairs was no surprise. The March 1953 report of the RFC and the hearings 
which resulted in enactment of the Disposal Act stressed the fact that, by and 
large, bidding competition was not to be expected; the size of the facilities and 
the technical and financial requirements for their operation precluded their 
purchase by small business, and the most likely purchasers, particularly for the 
copolymer plants, were expected to be the companies then operating them for 
Government account. This, in fact, was the situation. There are reasons for 
this assumption. In the first place, a common attitude toward disposal was 
walk, don’t run. There was still skepticism about the business wisdom of buying 
a plant, and the prognosis for success of the program was not uniformly opti- 
mistic. Also, in this industry of large financial and technical requirements, it 
was to be expected that the inexperienced would, in most cases, steer shy and 
the experienced would bid on the plants they had operated, and knew. 

Lack of competition in the bidding makes it more difficult for a seller to push 

prices up. Nonetheless, as the Commission reported to the Congress in 1955, 
purchase prices exceeded initial high bids by over $30 million. In those cases 
where bidding competition was present, as, for example, for the Houston buta- 
diene plant and the west coast facilities, we pointed out to the Congress in the 
hearings of last March the favorable effect of that competition on ultimate sales 
rices, 
An equally important influence on disposal negotiations was the economic 
climate of the times. The negotiating period ran from May through December 
of 1954. In that period the price of natural rubber, chief competitor of synthetic, 
was low. Average spot price of No. 1 ribbed smoked sheets in New York held 
between 238 and 24 cents from June through September, rising to 26.6 cents in 
October, 28.1 cents in November, and 29.9 cents in December. While there was 
an upturn in prices in the last quarter of the year, the general picture was one 
of competition from plentiful supplies of natural rubber at prices not greatly 
above those of synthetic. 

Another element of the economic climate was the pattern of production and 
sales of GR-S. Throughout the negotiating period, the Government’s produc- 
tion was running at an average annual rate far below that of the preceding 
3 years. The rate of profit was way down. Government inventories were 
increasing sharply as sales were falling. In fact, at one point, while we were in 
negotiations, the operating head of the Government synthetic rubber program 
came to me and said that because of the unfavorable economic situation it 
looked as if he would have to shut down one of the Government plants; this was 
a plant which we were then trying to sell to a private company. The immediate 
economic environment, then, was not conducive to runaway optimism. 

And what of forecasts for the future? Bstimates of 1955 rubber consumption 
were made by a number of experienced forecasters. At the end of October 
1954, while our negotiations were buiiding toward their peak, the Rubber Manu- 
facturers Association was forecasting 1955 synthetic rubber consumption of 
690,000 long tons. The Natural Rubber Bureau was forecasting 1955 synthetic 
consumption of 650,000 long tons. As late as February 1955, when all contracts 
had been signed and business was on the upswing, the Business and Defense 
Services Adiministration of the Department of Commerce predicted 1955 syn- 
thetic rubber consumption at 762,000 long tons. 

In contrast to these forecasts, it appears now that actual synthetiec-rubber 
consumption for 1955 will have been a whopping 879,000 long tons. The 2 early 
forecasts are short by about 200,000 long tons. Even the later one is off by 
117,000 long tons. 

And what about forecasts as to the 1955 business situation generally? Fore- 
casts made in the fall of 1954, at the time of our negotiations were being con- 
cluded and contracts signed, and which expressed the general economic thinking 
of the times, were generally far short of predicting the boom year that 1955 
turned out to be. Let me quote from several of them: 

“The big question, of course, is whether the economy has now entered a phase 
of sustained revival. Unfortunately, the evidence is mixed, as it almost always 
a 

“* * * There is a strong belief on the part of many in the industry that 
production in 1955 will be boosted above this year’s level, with some estimates 
running as high as 5.8 million units. 

“There are some skeptics, of course, who are waiting to see what actual 
market experience will prove to be once the novelty of the new models has 
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worn off. Mr. Fairless is among those who take a less sanguine view of the 
automobile outlook than the more optimistic of the car makers. He stated 
recently that consumption of steel by automobile producers in 1955 ‘may fall a 
little below the levels of the present year.’ This judgment, he explains, is based 
on his company’s own ‘market surveys.’” (The Guaranty Survey published 
monthly by Guaranty Trust Company of New York, December 1954.) 


“* * * In brief, the trend is still unclear, and no one seems firmly convinced 
at this point that he knows what is in store a few months hence. One economist 
seems to have summed the matter up rather well when he commented that he 
would like to come down off the fence with a firm prediction, if he knew which 
side of the fence to come down on” (the Guaranty Survey published monthly by 
Guaranty Trust Co., of New York, October 1954). 


“AS we approach the new year, there do not seem to be any unusual stimulants 
which would cause a powerful upsurge in business activity * * *. Rather, the 
outlook for 1955 is for a definite, but not spectacular, improvement over 1954. 

“Passenger automobile output in 1955 will exceed, but not more than 5 per- 
cent, the 1954 total of close to 5% million cars” (the Cleveland Trust Co. Busi- 
ness Bulletin, December 16, 1954). 


“Any poll of current opinion among businessmen and economists would show 
widespread expectation that the period ahead will be one of modest recovery 
* * * Now there is ground for thinking that the trend is upward again. One of 
the common predictions about the recession was that it might have roughly a 
saucer shape, namely, a moderate rate of decline, a relatively long and flat bottom, 
and a moderate rate of emergence on the up side. Current developments seem to 
support this analysis” (National City Monthly letter, November 1954). 


“Much of the unreasonable improvement in industrial activity traces to the 
introduction of the new automobile models. Passenger-car assemblies are reach- 
ing the highest level since 1950. Scheduled output in December is well above 
600,000 cars. This rate will not be maintained indefinitely, and in that respect 
business now feels a stimulus which will not be recurring. The optimism of 
the industry, however, is indicated by the prediction of President Curtice of 
General Motors that 5,800,000 passenger cars will be produced and presumably 
sold in 1955” (National City Monthly letter, December 1954). 

(Comment: Actually, auto production was almost 8 million.) 

This was the climate in which we were negotiating. Not only was the 
synthetic-rubber picture at the time a modest one, but forecasts for the future 
were cautious. We didn’t predict 1955, and at the time that predictions were 
germaine to our negotiations, just about nobody did. 

But as we all know, in contrast with the modest forecasts, both of synthetic- 
rubber consumption and American business generally, the year just behind us 
reflected an extremely high level of economic activity. And in this climate of 
boom, we are reauthorized to sell the Baytown copolymer plant and the tank cars. 
The whole atmosphere had changed. Synthetic production was straining to 
keep pace with demand. The price of natural rubber had risen from 22 and 23 
cents in April, May, and June of 1954 to 31 and 34 cents in the same months of 
1955. Natural was in short supply, and the price was going up. Indeed, it hit 
50 cents per pound before the spiral stopped, and averaged well over 40 cents 
throughout the last half of the year, with monthly averages of 48.4 cents in 
September and December. Automobile sales, which had been estimated at 5,- 
800,000 units by the president of General Motors at the end of 1954, were well 
on their way toward their record year of nearly 8 million units. 

Synthetic-rubber production in private hands was no longer a new experiment 
to be approached gingerly. It was established and doing very well indeed. 

All of these factors are reflected in the sales of Baytown, the tank cars, and 
Institute. There was competition in the bidding for these properties: 9 com- 
panies bid for Baytown, 11 for the tank cars, and 6 for Institute. We had evi- 
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dence even in 1954 of the healthy effect of competitive bidding on ultimate sales 
prices. We had further evidence of it in 1955 when Baytown was sold for 
$7,153,000 as against the highest offer of $2,446,448 in 1954 when only 1 com- 
pany was interested. And we tried to stimulate other interest. Institute is 
recommended for sale at $11 million. Contrast the 1954 situation when any 
copolymer plant bidder was eligible to bid on Instiute but no one wanted it, in- 
cluding companies who had lost out on other copolymer plants. 

The tank cars sold for but $26 per car less than they cost the Government to 
puild 11 to 18 years ago. ( . 

These are the real explanations for the differences in prices between the re- 
cent sales and the first program. Competition in bidding versus no competition, 
a most favorable current business climate as against a much more modest one, 
and predictions of boom versus predictions of no dramatic increase. 

I have a question I would like to share with you—who is to say that the 
1955 pace will continue unabated through 1956 and continuing years? I don’t 
know. I do know, though, that latest figures indicate that automobile pro- 
duction (an important index of rubber consumption) is now down 7 percent 
from January of last year and falling; last January it was on the rise. A cur- 
rent business publication forecasts an easing of natural-rubber prices. 

One of the bases on which prices in the first disposal have been questioned 
has been the return of over $80 million to the Government in fiscal 1955. 1955 
was a good year, but it wasn’t that good. The net income reported by Federal 
Facilities Corporation, the Government-operating agency, was $60,456,717. It 
is worth noting that the bulk of this profit came from 1955 operations, after all 
contracts were signed. During 1954, while we were negotiating our sales, the 
Government was operating at a lower annual profit rate. In addition to income, 
depreciation expense amounted to about $21 million. Let’s take the $60 million 
net income figure first. Right away, we must subtract $6 million, which is the 
profit realized by the Government from liquidation of its residual rubber inven- 
tories. This is important. Fiscal 1955 was far from being a typical operating 
year, or proper for use aS a yardstick. It was a year of liquidation. Inventory 
was reduced to zero, and prior to its final selloff had been permitted to drop way 
below normal operating levels. Incidentally, the buyers bought that inventory 
and, by and large, sold it, at the Government’s selling price, not at the cost at 
which they could make it after transfer, a lower figure. 

Now to the second component of the $80 million return figure—the $21 million 
depreciation expense. Yes, depreciation represents return, but it is a very 
special type of return to be categorized carefully. It is emphatically not profit, 
and is not treated like profit. It is return, but with a string attached. The 
string is that some day, and often day by day, it is going back into the business 
to enable the owner to keep up with competition and the progress of technology. 

The same analysis holds true for the statement that “average” income has 
been $66 million. As near as we can see, that figure is derived in the same 
fashion as the $80 million. Government-reported net income for the 5 years 
prior to 1955 average $25,700,000 annually. 

All of this gives, I think, a clearer picture of Government return. In profit 
terms the figure drops to about $54 million. Even this figure, however, cannot 
be translated directly into private profit. Private operations differs markedly 
from that of Government. The best-known difference is Federal income taxes— 
52 percent for private producers, zero for Government. In addition, private 
producers have advertising and selling expenses not borne by Government. In 
some years, such as 1955, these expenses can be low. But not every year, 
perhaps not this year, will be a 1955. Then these expenses rise. 

Then there is working capital. The Government’s return is measured not 
only in terms of sales prices of plants, but also includes working capital released 
for general use by the Treasury. At the time of the first disposal the Federal 
con aaia Corporation’s cash balance for the synthetic-rubber program was about 
$91 million. 

On the other side of the ledger, private industry’s investment in the synthetic- 
rubber industry is not measured solely in terms of plant purchase prices. They, 
too, must invest substantial working capital. Assuming adequate working capi- 
tal for the industry as a whole to be about 12 percent of sales (and this is not 
a precise figure) in.a year such as fiscal 1954 (the last full year of Government 
operation and, hence, the last full year for which sales figures are available) 
working capital would amount to about $33 million. Incidentally, fiscal 1954 
was not a high sales year. 
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Precise figures for these additional expenses and investment of private indus- 
try are not available. But in sum they are sizable shrinkers of profits. 

The statement of the chairman of this committee also refers to relative prices 
per ton of capacity. We don’t believe that dollars per ton of capacity is a 
suitable yardstick for measuring the value of these plants, and gave it minor 
consideration. All plants are different. We valued them on the basis of earning 
power, a method that gives effect to their differences as they affect costs, for 
example : 

1.The size of the plant and the degree of its modernization. 

2. The cost of raw materials—including freight to the plant. 

3. The location of the plant in relation to the market for its product. 

There are others. “Dollars per ton of capacity” doesn’t reflect these cost 
differences. Warning power valuation does. 


AFTERNOON SESSION 


The CuarrmMan. The committee will come to order. We have Mr. 
Stanley N. Barnes, Assistant Attorney General in charge of the Anti- 
trust Division, to enlighten us about the antitrust problems involved. 
You have a prepared statement, I believe, Mr. Barnes. 


STATEMENT OF STANLEY N. BARNES, ASSISTANT ATTORNEY 
GENERAL IN CHARGE OF THE ANTITRUST DIVISION, DE- 
PARTMENT OF JUSTICE 


Mr. Barnes. I do, Mr. Chairman. 

The CrHatrmMan. Do you care to read it, or do you wish to sum- 
marize it / 

Mr. Barnes. I would prefer to read it, if I might. 

The CuarrmMan. You may proceed. 

Mr. Barnes. May | state first that I appear here pursuant to the 
request made by you, Mr. Chairman, to the Attorney General, under 
date of January 25, 1956. The Attorney General, being absent from 
the country, has asked me to represent him here at this time. 

I appear to discuss the Department’s position regarding the pro- 
posed disposal of Plancor No. 980, located at Institute, W. Va. My 
plan is, first, to sketch briefly the statutory pattern which sets the 
Attorney General’s responsibilities. Against the background of these 
provisions, I shall, second, discuss this Department’s view of the 
proposed sale. 

First, the statutory pattern. At the outset, Public Law 336, 84th 
Congress, 1st session, amends the Rubber Producing Facilities Act 
of 1953, as amended, to provide that— 

* * * the period for receipt of proposals for the purchase of the Government- 
owned rubber-producing facility at Institute, West Virginia, known as Plancor 
No. 980, shall not expire until the end of the sixty-day period which begins on 
the date of the enactment of this section. 

Disposing of such plants, you will recall, section 3 (c) of the 1953 
act directs that— 
the Commission shall consult and advise with the Attorney General in order * * * 
to secure guidance as to the type of disposal program which would best foster 
the development of a free competitive synthetic-rubber industry. * * * 
Further governing dis 1, section 2 of the 1955 amendment requires 
that the Commission (50 U. S. C. App. 195la), before submitting its 
report to Congress— 
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submit it to the Attorney General, who shall, within seven days after receiving 
the report, advise the Commission whether, in his opinion, the proposed dis- 
position, if carried out, will violate the antitrust laws. 

Finally relevant to the Attorney General’s responsibilities is section 
9 (a) (4) of the original Disposal Act which requires that the Com- 
mission submit to Congress, among other things— 

the statement from the Attorney General setting forth findings approving the 
proposed disposals in accordance with the standards set forth in section 3 (c) 
of this act— 


that is, whether the sale— 
would best foster the development of a free competitive synthetic-rubber industry. 


With this statutory pattern in mind, consider the proposal for sale 
submitted to this Department. This proposal for sale, of course, takes 
on meaning only against the background of the present competitive 
structure in the synthetic-rubber market. 

At the present time, prior to Institute’s disposal, there are 10 
synthetic-rubber producers in this country. That, of course, does not 
include the 11th, fanrol Tire’s contemplated production in the future. 
Of these 10 producers, however, 5 producers own 69.7 percent of exist- 
ing capacity. These 5 largest producers, ranked in order of their 
capacity, are Firestone with 17.7 percent; Goodyear with 15.6 percent; 
Goodrich-Gulf with 12.3 percent; Shell Chemical with 12.1 percent; 
and Texas-United States Chemical with 12 percent. (Report to Con- 
gress, Rubber Producing Facilities Disposal Commission, June 1955, 
p. 13.) Since I use these figures to sketch the present, rather than 
predictable, competitive pattern, they do not include announced expan- 
sion plans. In light of this competitive picture, Plancor 980, now 
lying idle, becomes the largest single synthetic-rubber plant presently 
in existence, representing as it does some 14 percent of this country’s 
present total installed synthetic-rubber capacity. 

With this competitive pattern in mind the Rubber Commission 
advised the Department of Justice on October 11, 1955, that the bid- 
ding period on Institute had expired. Within that period, the Com- 
mission informed us, purchase proposals had been received from 6 
a ey gas 1. e@., 4 present producers and 2 potential new competitors. 

The Cuarrman. Is that 4 or 3% 

Mr. Barnzs. Four and two, as of the time that I am speaking, Octo- 
ber 11,1955. Iam trying to draw the picture as at the end of the bid 
date and the information that came to us. 

Some 5 weeks later, on November 25, 1955, the Rubber Commission 
advised us that 2 of the bidders, 1 existing producer and 1 potential 
new competitor, had withdrawn their bids. — 

Commenting on remaining bidders the Department in substance 
wrote the Rubber Commission on December 12, 1955, as you will see 
from pages 19 and 20 of the Rubber Commission’s report : 
that a sale of that plant to Goodrich-Gulf or to Goodyear Synthetic Rubber Corp. 
would not best foster the develoment of a free competitive synthetic-rubber 
industry, since such disposal would add significantly to the substantial position 
presently held by these companies in the field of synthetic rubber. We pointed 
out that other eligible bidders for the Institute plant are not presently engaged 
in the manufacture of synthetic and that a sale of Institute “to firms not presently 
engaged in synthetic-rubber production would not only broaden the base of com- 
petition but also afford greater assurance to small business” of an adequate 


supply of synthetic rubber in a period of existing and anticipated shortage of 
both natural and synthetic rubber. 
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As of that time, then, the Department’s position may be easily put: 
So long as any company not now a synthetic-rubber producer remained 
among eligible bidders, sale of the Institute plant to an existing syn- 
thetic producer would run afoul of section 3 (c)’s requirement that 
any disposal should “best foster the development of a free competitive 
rubber industry.” May I emphasize that at that time, pursuant to the 
agreement made between the Rubber Commission and the Department 
of Justice they did not furnish to us, and we did not desire to know, 
the amount of any bids. We were considering the matter entirely 
from the standpoint of eligible bidders, and not from the standpoint 
of what the bids were. 

Soon after our December 12, 1955, letter, however, the Commission 
informed us that Goodyear withdrew its purchase proposal. (Good- 
year Synthetic Rubber Corp. withdrew on December 16. See Com- 
mission’s report, p. 10.) Further, according to the Commission, of 
the remaining eligible bidders, only Goodrich-Gulf offered a purchase 
price that met the Commission’s view of full fair value. Section 17 (5) 
of the original Rubber Producing Facilities Act, you will recall, re- 
quires that “the Commission”—and I emphasize that word “Com- 
mission” simply to point out that that is not part of the Attorney 
General’s responsibility—“in arriving at its recommendations for dis- 
posal” shall insure “that full fair value for the facility or facilities 
will be received by the Government.” And section 9 (a) (3) of that 
act requires that “in the event that there may have been a financially 
more advantageous proposal for any rubber-producing facility than 
the sale recommended,” the Commission shall submit “a statement 
of the reasons why such sale is nevertheless proposed.” This “full 
fair value” standard, then, the Commission felt could be met only 
by sale of the Institute plant to Goodrich-Gulf. Accordingly, on 
December 28, 1955, the Commission, as section 2 of the 1955 amend- 
ment requires, formally requested the Attorney General’s view on the 
proposed sale to Goodrich-Gulf. 

I might interpose there that that was the date of the formal sub- 
mission to us of the request, and we had been in communication with 
the Rubber Commission on numerous occasions during the preceding 
months, discussing the various aspects of the case and receiving very 
fine cooperation from that body. 

Formulating the Attorney General’s letter and statement, dated 
January 4, 1956, this Department was, of course, bound by the Rubber 
Commission’s construction of its own statute. First, as I have indi- 
cated, the Commission concluded that Goodrich-Gulf had made the 
sole proposal that satisfied the statute’s “full fair value” require- 
ment. As the Commission stated their conclusion, in their report to 
the Congress: 

This leaves sale to Goodrich-Gulf as the only sale the Commission could 
possibly recommend and still meet the full fair value criterion (p. 12). 
Second, the Commission concluded that the only alternative to sale 
to Goodrich-Gulf would be continuation of this plant in standby, 
with none of its productive facilities available to independent fabri- 
cators. Third, the Commission held that, under section 8 (a) (1) 
of the original act, not even the Government could utilize this capacity 
to meet the needs of nonintegrated fabricators without further act of 
Congress. Finally, the Commission concluded that without the At- 
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torney General’s letter of approval, no report could be submitted to 
Congress; thus, Congress—for the present, at least—would have no 
choice whatever as to what was to be done with the plant. 

No one of these conclusions or interpretations could the Attorney 
go behind. The Attorney General’s responsibility under the act was 
specifically limited to findings relevant to a proposed sale’s competi- 
tive effects. The Rubber Commission, subject to the review of Con- 
gress, has authority to construe its own statute. With this in mind, 
the Attorney General was careful, for example, to explain in his 
letter to Congress: 

In view of this limited statutory responsibility, I do not undertake to evaluate 
the validity of the Commission’s conclusion that the sale of Institute must be 
either to Goodrich or not at all. 

From this it follows that this Department’s opinion was based on a 
set of circumstances which the Rubber Commission only could 
postulate. 

Within the framework of these assumptions—first, that the choice 
was between sale to Goodrich-Gulf and keeping the plant idle, and, 
second, without the Attorney General’s approval no report whatever 
could be sent to Congress—this Department’s task was a difficult one. 
On the one hand, sale to Goodrich-Gulf would mean increasing the 
total supply of synthetic rubber, As the Rubber Commission con- 
cluded in its report to Congress: 


The mere fact that rubber will once again be available from Institute will also 
help to promote more effective competition in GR-S production and fabrication. 
GR-S generally is now in short supply. The sale, and consequent operation, of 
the Institute plant will assist in meeting this shortage, a shortage that affects 
both small and large consumers. Immediate production of hot rubber at the 
plant will not only make that commodity more readily available but will also 
release more cold rubber to the market. Some plants are now diverting some of 
their cold-rubber capacity to the production of hot rubber to meet demand. With 
the production of hot rubber at Institute, the other plants can revert, at least in 
part, to the production of cold. 


To remedy this impending shortage with consequent burden to 
smaller nonintegrated fabricators, the proposed contract of sale to 
Goodrich-Gulf provides—and I refer you now to the last page of the 
report in the appendix, which was made a part of the contract— 

The purchaser will make available for sale at fair market prices to small- 
business enterprises (as defined in section 21 (h) of the act) in reasonably 
equal monthly quantities, the following tonnages per year (report to Congress, 
Rubber Producing Facilities Disposal Commission, January 1956, p, 41A) : 

(a) 21,000 long tons, when only one line is in operation; 
(b) 51,000 long tons, when two lines are in operation; and 
(c) 81,000 long tons, when all three lines are in operation. 

This means that, when the plant is in full production, Goodrich- 
Gulf would be obliged to make available some ef percent of Institute’s 
production at “fair market prices to small-business enterprises.” And 
as the Attorney General emphasized in his January 4, 1956, statement 
(Rubber Commission report to Congress, January 1956, p. 20) : 


We have been advised by the Commission that this commitment in favor of 
small business is by far the largest firm commitment offered by any of the bidders 


for this plant. 

Moreover, since Institute lies idle and, indeed, could not be-activated 
without future act of Congress, Goodrich-Gulf’s acquisition, some 
may liken, to expansion by way of internal growth. For, unlike many 
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mergers, no existing competitor would be eliminated. Thus, within 
the framework of the Rubber Commission’s assumptions, Goodrich- 
Gulf’s growth, as of this moment, would not be at the expense of any 
synthetic-rubber producer, existing or potential. 

Finally, disposal of this facility below its fair competitive price 
might itself generate competitive problems. As the Commission put 
it in its report to Congress (p. 12) : 


The Commission has consistently believed that substantial price discrepancies 
not justified by actual plant differences work a competitive injustice. 


It was apparent, the Commission goes on: 


that prices paid for comparable facilities must bear a relationship with each 
other. Otherwise a free competitive industry is not being established from the 
outset. 

Reiterating this conclusion, this Department’s view, found in the 
report at page 20, is the 
at a price below fair value would, in effect, constitute a Government subsidy to 
a private producer * * * would give the buyer the advantage of lower operating 
costs and may create a competitive imbalance in the synthetic rubber industry. 

On the other hand, the competitive problems the proposed sale 
raises are obvious. True, since Goodrich-Gulf did not acquire a com- 
petitor’s facilities, small question arises under Clayton Act section 
(’s “substantial lessening” clause. Equally true, however, acquisi- 
tion of assets, even of a none ompetitor, may still pose problems under 
section 7’s “tendency to monopoly” clause. 

Accounting for announced expansion plans, Goodrich-Gulf’s pur- 
chase of Institute would give that company some 19.9 percent of the 
total synthetic rubber capacity in this country. This 19.9 percent 
figure includes Goodrich-Gulf’s ¢ capacity, plus Institute’s 11.1 percent 

capacity. As a result of this acquisition, Goodrich-Gulf would jump 
from third among existing synthetic producers to first; Goodrich-Gulf 
would then be 2.5 percent ahead cf F irestone, 6.2 percent ahead of 
Goodyear and approximately 9 percent ahead of Texas-United States 
Chemical and Phillips Chemical (report to Congress, Rubber Pro- 
ducing Facilities Disposal Commission, January 1956, p. 13). All 
these figures, again I emphasize, are based on the industry’s announced 
expansion plans. 

From this brief outline, it seems clear, that the resulting pattern 
of concentration, though somewhat smaller than that cavainede in the 
Schenley and Minute Maid proceedings, looms larger than that at- 
tacked in this Department’s Brown Shoe case. For this reason, the 
Attorney General wrote in his January 4, 1956, letter to Congress: 

Were this a private transaction rather than a sale by the Government subject 
to the review of the Congress, I would probably request a Federal court to 
enjoin consummation pending a determination of legality by the court under 
section 7 of the Clayton Act. 

The precise application of section 7, however, to Government sale 
of surplus rubber facilities is by no means settled. On the one hand, 
antitrust laws, defined in section 3 (c) of the act, includes the Clayton 
Act. On the other hand, Congress roundly defeated all efforts to curb 
disposal of surplus facilities to the Big Five rubber companies. As 
Senator Douglas, of Illinois, explained, movi ne his amendments to the 
original Rubber Facilities Disposal Act (99 Congressional Record, p. 
9367.) : 
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One of the amendments would limit to 1 plant the number of plants which 
any 1 company can buy, which would mean that the Big Four, who are now 
operating 8 plants, could buy only 4 plants * * *, If Iam beaten on that amend- 
ment, I shall fall back to my next line and propose that the Big Four shall not 
buy more than a total of 6 plants, which will mean that 2 of the plants they now 
operate would have to go into independent hands. 

The first of Mr. Douglas’ amendments, the Congressional Record re- 
ports, was defeated by a vote 49-31 (id., at pp. 9372-9873), and the 
second by a vote of 45-34 (id., at p. 9378). 

From this it seems clear that Congress envisioned no absolute bar 
on the sale of any number of plants to the Big Five rubber companies. 
Reiterating this design, Congress in fact approved the primary rubber 
facilities disposal program, involving as it did 2 instances of sale of 
more than 1 copolymer plant to single members of the Big Four rub- 
ber companies. And, enacting the 1955 amendment, authorizing sale 
of Institute, Congress did not see fit to include any bar on Institute’s 
sale to any existing producer. 

The proposal now before Congress, let me emphasize, involves sales 
of Goodrich-Gulf, the third of the five large producers and only three- 
tenths of 1 percent away from being the smallest of the Big Five. 
This decision, in turn, requires some balance between, on the one hand, 
the anticompetitive effect of sale, and, on the other, the weight to be 
given “full fair value.” 

With this uncertainty in mind, it seems reasonable to conclude that 
Congress intended to keep for itself the task of balancing these fac- 
tors. Since the Rubber Alida had concluded that any opinion 
of illegality by the Attorney General would deprive Congress of this 
alternative, the Attorney General has endeavored forthrightly to 
state the competitive effects of this proposed sale, yet-—in accord with 
the statutory design—to reserve for Congress the ultimate decision. 
Might I say that when I testified previously on the rubber disposal 
matter that Senator Douglas commented on the fact that the Attor- 
ney General had merely given a bare legal opinion and had not gone 
into such detail “that would give this hard-pressed body”—referring 
to Congress—“information as to how we can best foster development 
of a free competitive synthetic rubber industry.” It is for that reason 
that we thought it best to go into more detail at this time than we 
had in previous opinion letters. 

Finally, I know this committee is interested in this Department’s 
steps to complete that investigation of surplus rubber facilities’ opera- 
tions this committee directed. I might say our present intention is 
to diseuss the period from May 1 to December 31, 1955, unless there 
are either significant developments since the end of the year or that 
may develop in the next several months. In its Adverse Report 
No. 117, 84th Congress, 1st session, on the Motion To Disapprove 
Proposed Sale of Government-owned Rubber Producing Facilities, 
this committee stated (id. at p. 13) : 

The committee requests the Department of Justice to report to the Congress 
each year for the first 10 years following sale of the facilities. These reports 
should state the Attorney General’s findings and opinions with respect to the 
competition, or lack of competition, existing in the synthetic rubber industry 
during the year of the report. In commenting upon competition in the syn- 
thetic rubber industry, the Attorney General should comment upon the extent 


to which small businesses are receiving a fair share of the end products at fair 
prices * * *, 
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The intent of this direction, it seems clear, is for this Department 
to report at the end of each year the facilities’ operation. Title to the 
first group of surplus facilities was transferred toward the end of 
April 1955. So it is, in aceord with our responsibility, this Depart- 
ment plans to submit a report to your committee on approximately 
May 1, 1956—1 year after private companies began operation. 
Toward that end, we already have Saianee a questionnaire for the 
Federal Bureau of Investigation and those agents are now in the field 
contacting certain phases of the industry. 

Particularly relevant here are the so-called small business set-aside 
provisions included in this proposed sale as well as in already con- 
summated sale contracts. x the Attorney General pointed out in 
his January 4 statement of findings, found on page 20 of the Rubber 
Commission’s report: 
similar provisions to assure small business enterprises a supply of GR-S that 
were embodied in the contracts of sale in the Commission’s first disposal pro- 
gram were the subject of considerable congressional interest during the hearings 
on the program. This interest turned upon the question of enforcement of the 
purchasers’ commitments. Assurances were given by the plant purchasers that 
they considered these pledges binding upon them. In fact, the president of the 
B. F. Goodrich Co. stated that he considered this commitment both a legal and 
moral obligation. I am, nevertheless, concerned about the future enforcement 
of these contractual commitments when the Commission ceases to exist. 

Reflecting this concern, our investigation focuses on the needs of 
independent fabricators. I am, of course, aware, as the senior Senator 
from Oregon stated on the floor of the Senate on March 3, 1955 (101 
Congressional Record, p. 2944, March 23, 1955) : 

Many of the little fellows are scared to death to go on record in black and white. 
They know that if they should put their protests down in black and white, 
disciplinary economic action would be taken against them in many instances. 

With this in mind, it would, of course, be most helpful if complaints 
received by this committee were forwarded to our Department. To 
the best of my knowledge, only one complaint from an independent 
fabricator has thus far been received by this Department. And his 

roblem was resolved in a manner apparently satisfactory to him 
Cotens we could take any action, other than interviewing and writing 
him and arranging for appointments and a few things of that ind. 

Let me assure you, we are alert to this problem. We are taking 
steps to meet it. And as of this date our investigation is well underway. 

The Cuarrman. Thank you, Mr. Barnes. fore we take up the 
question whether this sale technically violates the antitrust law, be- 
fore we take up whether this sale technically complies with the Dis- 
posal Act, I would like to ask the broad question: Do you as the head 
of the Antitrust Division, the official charged with the enforcement 
of the antitrust laws, favor this sale to Goodrich-Gulf Chemicals, Inc., 
as a matter of public policy and sound discretion, or would you 
recommend that the Congress should reject this sale and reopen the 
bidding under new legislation to companies that do not have a domi- 
nant position in the industry ¢ 

Mr. Barnes. I think that is a question that can be argued from 
both sides. I think on balance that I do personally—if that is the 
question you are asking me—favor the sale. 

The CHarmman. To be perfectly clear about the answer to the last 
part of that, you do recommend that the Congress approve the sale! 
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Mr. Barnes. That is correct. 

The Cuatmrman. The Attorney General’s statement of findings con- 
tains the following: 

Prior to the Commission’s decision to sell the Institute plant to Goodrich-Gulf, 
we advised the Commission that the sale of that plant to Goodrich-Gulf or to 
Goodyear Synthetic Rubber Corp. would not best foster the development of a 
free competitive synthetic rubber industry, since such a disposal would add 
significantly to the substantial position presently held by these companies in 
the field of synthetic rubber. We pointed out that other eligible bidders for 
the Institute plant are not presently engaged in the manufacture of synthetic 
rubber, and that a sale of Institute “to firms not presently engaged in synthetic 
rubber production would not only broaden the base of competition but also 
afford greater assurance to small business” of an adequate supply of synthetic 
rubber in a period of existing and anticipated shortage of both natural and 
synthetic rubber. 

Suppose the Congress were to reject this sale to Goodrich-Gulf 
and reopen the bidding, limited to firms not dominant in the industry. 
Do you think this would best foster the development of a free competi- 
tive rubber industry ? 

Mr. Barnes. As a broad general proposition, any sale to a producer 
not now within the industry would, of course, better foster competi- 
tive conditions, because it would introduce a new competitor. Now, 
to that extent such a sale would be better. As I tried to point out in 
my opening statement, the situation that confronted us at the time of 
October 11, 1955, was that there were active bidders, some of whom 
were already in the industry and some of whom were not. As I also 
pointed out to you, we had no knowledge as to what prices were 
offered, and in fact we did not want to because that was a matter— 
the full fair value was a matter for the Commission to decide. With- 
out the knowledge and without considering the question of full fair 
value, we pointed out to the Commission that it was our belief that 
they should sell neither to Goodyear nor to Goodrich, because of the 
fact that they were already competitors in the industry. That situa- 
tion, of course, abruptly changed and, as I pointed out, we were 
advised by the Commission that it was a question of selling it to 
Goodrich or no sale at all. 

The Cuarrman. Do you think you are bound, without any leeway 
whatever, to accept that decision of the Commission ‘ 

Mr. Barnes. No, I do not think we are bound to accept it, and that 
is exactly why we have gone into this detail, to permit the Congress, 
who drafted this law and set up these various standards that have to 
be weighed, some of them to be weighed by the Attorney General, some 
to be weighed by the Commission, to be the arbiter, the final arbiter, 
in the matter. I think we have gone to some extent to point out some 
of the dangers that exist in any such sale. 

The Cxuarrman. Do you think full fair value is equivalent to the 
highest bid ? 

Mr. Barnes. Not necessarily, no, not under this act, because obvi- 
ously the act considers that full fair value had to be paid and could 
be paid by someone who bid less than the highest bidder. Therefore, 
we do not believe they are the same, in my opinion. 

The Cuamman. In the Attorney General’s letter he states: 

Were this a private transaction rather than a sale by the Government subject to 
the review of the Congress, I would probably request a Federal court to enjoin 
consummation pending a determination of legality by the court under section 7 
of the Clayton Act. 
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Is it your opinion and that of the Attorney General that the effect 
of an acquisition of assets resulting in a corporation owning 25.2 
percent of the existing capacity of an industry “may be substantially 
to lessen competition or to tend to create a monopoly” é 

Mr. Barnes. I cannot answer a broad question like that, Senator, 
until we have considered the industry, the revelant market, and a 
great number of matters. That was very obviously the reason that 
we put such a caveat into the letter, by reason of the fact that in some 
industries an acquisition by a corporation having 14 percent of an 
additional 11 percent might very well be a transaction that might 
substantially lessen competition. I do not think that it would tend to 
create a monopoly and therefore run afoul of 1 of the 2 section 7 tests, 
and it would not run afoul of the Sherman Act, as a broad general 
proposition, although I would not go quite so far as to say that was an 
absolute. 

The Cuarrman. What was the significance of “were this a private 
transaction”? How do you distinguish or what distinction did you 
attempt to make there between this and a private transaction ? 

Mr. Barnes. I think we have to get fundamentally into the propo- 
sition that section 7 of the Clayton Act does not prohibit all mergers. 
It prohibits certain mergers. That, of course, is our problem. Now, 
one of the easiest ways to determine whether or not there is a violation 
of section 7 of the Clayton Act was a test that was applied to section 
7 before it was amended in 1950, and that is the question as to whether 
or not it will eliminate competition between the acquired and the ac- 
quiring corporation. That is the obvious one. It is the easy one. 
It is when you get beyond that into additional tests that are required 
under the present section 7 then you have difficult problems to solve. 
Now here you have a noncompetitive plant, and when it goes into 
production it is not eliminating any competition. It is adding to the 
competition, because to that extent it brings a new plant into compe- 
tition and produces that much more of the product to be distributed 
nationally. It is entirely different from a private transaction where 
a going corporation is in the business and is acquired by another 
corporation, thereby eliminating competition between them. 

The CHarrMan. Suppose we were to reject the Goodrich-Gulf bid 
and permit new bids without the full fair-value requirement. Sup- 
pose we got a bid of $5 million from an independent. Do you think 
the resulting increase in competition would be better from a public 
policy standpoint than getting an extra $6 million under the present 
conditions? 

Mr. Barnes. Well, inasmuch as Congress did not see fit to put 
that responsibility on the Attorney General or the Assistant Attorney 
General to weigh those factors, I do not think I'am qualified to answer 
that question. 

The Cuarrman. If you are not qualified to judge whether or not 
there is any good in competition or bringing new producers into an 
industry, I do not know who is. 

Mr. Barnes. That is not the question you asked me, Senator Ful- 
prs sem I agree with you. I can at Jeast express an opinion on the 
rightness or goodness of competition, and I am heartily in favor of it. 

he CHarrman. But obviously this bill, when it sets down the 
standards of the Clayton Act, did not contemplate our selling a plant 
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to someone and then turning around and prosecuting him for viola- 
tion of the Clayton Act. I think we would be estopped in any case. 
All we were really domg was seeking the opinion of you, that is, you 
in an official capacity as the head of the Antitrust Division, or the 
Attorney General, on the effect of the sale. That is what we were 
really seeking, was it not? 

Mr. Barnes. That is exactly why we wrote you the kind of letter 
we did, because we wanted to give you the best information that we 
could as to the implications of this transaction. 

The CHatrMAN. Being uninitiated in such matters, your statement 
“Were this a private transaction” leads me to great confusion to rec- 
oncile that with your present statement that you recommend it. I do 
not see any reason why we must accept the conclusion that the alter- 
native is either this or no operation whatever. That seems to me 
a wholly untenable assumption. 

Mr. Barnes. I do not say that you must, sir. I think that is exactly 
why this is right where it is. I think that the Attorney General under 
the act that was passed by this Congress required the ‘question of fair 

value and the question of how the Commission is going to administer 
the sale to be entirely within their hands. The Attor ney General 
was given two specific questions that he had to pass upon, one the 
question that he answered in his statement of findings, and, secondly, 
the opinion that is before you now in the final report. 

That was all the Attorney General was required to do. That itself 
was a difficult enough task. For example, as I pointed out in my 
previous testimony, I would have liked, Senator, to be perfectly 
frank with you, some tightening up of definitions and some tightening 
up of representations on the part of the purchaser here, in the shape 
of a warranty as to what percentage they would make available to 
the small producer But the Attorney General had no authority to 
tell the Rubber Commission how they were to draft these contracts, 
and there might be a difference of opinion, very legitimate difference 
of opinion, as between the Department of Justice and the Rubber 
Commission, because we had different responsibilities. 

The Cuatrman. It looks as if we have fallen between two stools; 
on the one hand, the requirement of fair full value was to be decided 
by the Commission, and on the other the antitrust aspects were to be 
decided by Justice. They being different agencies, there was no way 
for this really to have been looked at as a whole. It was a very 
defective piece of legislation. 

Mr. Barnes. That might be, although I point out to you that because 
of the detail which we went into in this letter we can point out to 
you that we have no problem in deciding that this proposed sale 
does not violate the Sherman Act. I would say we have a lesser 
problem in determining that under section 7 of the Clayton Act, 
as to one of the tests—the tendency toward monopoly—there is no 
question, In the “substantial lessening of competition” aspect, the 
first test under section 7, we have no difficulty in determining that is 
not the elimination of the usual competition between 2 competitors 
in an industry, because 1 of these competitors is not now within the 
industry. That eliminates part of our section 7 problem. 

Then we have the second part, which is the “tendency toward 
monopoly.” That is an extremely difficult question for any law en- 
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forcement officer to tell you or anyone else—just when this “tendency” 
commences. It is an extremely difficult problem. 

The CuatrMan. I will desist in a minute and let the other Senators 
ask some questions, and I will return later. Under your interpreta- 
tion, I cannot see but what you are treating this whole requirement 
as a nullity, because if all of these plants belong to the Government 
and the Government was not intending to operate any of them—the 
whole purpose was to get rid of all of them. 

Mr. Barnes. That is correct. 

The CHarman. If you take the view that the Government is not 
going to operate them, then if you sold them all to one company, elimi- 
nating the monopoly aspect, you would not be lessening the competi- 
tion; would you? 

Mr. Barnes. I have not been talking about the monopoly aspect. 
T have been talking about a tendency to monopolize, which is a differ- 
ent thing, and as | pointed out there are certain aspects of it that aid 
competition. It is like so many other decisions we have. It is not, 
all black and white. There is a gray area, just as here. The bringing 
of 122,000 long tons of new production into the industry is bound to 
increase the competitive aspect of it, and to aid certain of the smaller 
businesses particularly. 

The Cuatrman. The Senator from Indiana. 

Senator Carenart. Do you have this Rubber Producing Facilities 
Disposal Commission report ? 

Mr. Barnes. Yes, sir. 

Senator Carenart. Turn to page 10, 

Mr. Barnes. Yes, sir. 


Senator Carruart. You find there that Goodyear Synthetic Rubber 
Corp., originally bid $2,000,000, Imperial Commodities Corporation 
bid $750,000, Pawley bid $2,000,000, Union Carbide & Carbon peep 


bid $1,500,000, and United Rubber & Chemical Co., $4,000,000. Do 


you think those bids were made in good faith? 

Mr. Barngs. Well, I do not think I can answer that question, sir. 
All I say is that perhaps some of them were made on a sporting chance 
that lightning might strike. 

Senator Carenart. For example, take the $750,000 bid for a prop- 
erty that later sold for $11,500,000, and take even the bid of $2,000,000 
on property that later sold at $11,000,000. Would you call those 
bids made in good faith? 

Mr. Barnes. I would not want to quarrel about good faith, Senator. 
I imagine that in almost any public disposal there are a few bids 
that go in just in the hope that maybe no one else will be interested. 
I do not think there is a question of good faith necessarily, or bad 
faith necessarily involved. 

Senator Carenart. Of course, all those bids would have been pos- 
sible for the Commission to have accepted, would they not, under full 
fair value? 

Mr. Barnes. That again is not a matter for any opinion as far as 
the Attorney General is concerned. As a personal opinion, I would 
suggest that those bids were too low to constitute full fair value. 

Senator Carenart. The percentage of production that the Good- 
rich-Gulf Co., agreed to furnish small businesses is the largest of any 
of the companies to whom synthetic plants were sold; is that correct? 
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Mr. Barnes. In the statement that was made to us by the Rubber 
Commission, it was that it was by far the largest amount under any 
contract that was considered by them in this disposal. 

Senator Capenart. Are you charged with the responsibility or did 
you consider it your responsibility to see whether bids were made 
in good faith or not, and to see whether there was more than one 
bidder ? 

Mr. Barnes. That was not part of our responsibility, and we did 
not take any steps along those lines. 

Senator Coamnsieth When you said that if this had been a private 
transaction you woull have felt that it should have been turned 
down—I think that is in your letter. 

Mr. Barnes. I said if it had been a private sale—not a Government 
sale but a private acquisition—probably the Attorney General would 
have filed suit to let the court determine the matter. 

Senator Carenart. Is that because you would have been, as you 
said a moment ago, eliminating one competitor? I presume you had 
in mind they were producing at the present time 122,000 long tons, 
and therefore if they merged with someone else you would have been 
eliminating the competition. 

Mr. Barnes. Between them, 

Senator Carenart. They were not producing any in this instance. 
Therefore, you were not eliminating any competition. 

Mr. Barnes. That is correct. 

Senator CarprHart. You were strengthening competition by adding 
122,000 tons to the market ? 

Mr. Barnes. Certainly, strengthening it as far as 

Senator CarprHart. And agreeing to sell 67 percent of it to small 
business, 

Mr. Barnes. Sixty-seven percent if it gets into the third-run pro- 
duction, at its hightest rate of production. 

Senator Carenartr. That is the full production. 

Mr. Barnes. Right. 

Senator Capenart. Then you are not charged under the act or have 
no responsibility other than to pass upon the constitutionality or 
whether or not it violates the antitrust laws ? 

Mr. Barnes, We are passing first on the question as to whether 
this transaction will foster the development of a free competitive syn- 
thetic rubber industry and, secondly, whether or not it violates the 
antitrust. laws. 

Senator Capenart. It is the Big Five rubber companies; is that 
correct? It is five? 

Mr. Barnes. Yes. 

Senator CareHart. They are only the Big Five in the production 
of fabricated or finished products; is that correct? 

Mr. Barnes. That is where they get their name. 

Senator Carenart. No one of the 5, or the 5 taken as a whole, has 
“1 pee control whatsoever over raw rubber; do they? 

r. Barnes. It is my understanding that some of them do have in- 
terest. in raw rubber. 

Senator Capenart. Nothing that even begins to look like a monop- 
oly, though ¢ 
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Mr. Barnes. That is something I could not answer, but I would say 
offhand that they do not, because of the very fact that there are five 
big ones and some smaller ones within the industry. 

Senator Carrnarr. My point is that the acquisition of raw rubber 
stocks can be had by any one of the 10,000 people, could it not, if they 
had the money to buy it? 

Mr. Barnes. I believe so. Of course, that is largely outside of this 
country. The raw rubber is produced outside the United States. Of 
course, the production of synthetic rubber, as we know, comes within 
the scope of the Disposal Commission’s work in the law passed by this 
Congress. 

Senator Capenarr. That is all for the moment. 

The Caamman,. Mr. Barnes, if I understand you correctly, your 
whole theory on section 7 of the Clayton Act is based on the assumption 
that the plant would not be activated unless this sale is approved; is 
that not correct ? 

Mr. Barnes. It would not be activated within 3 years without 
further action of Congress. 

The Cuairman. What would be your view if you were to assume 
the plant would be operated by someone else ¢ 

Mr. Barnes. That would be a different factual situation. 

The CHarrman. What would be your attitude if it was assumed 
for the purpose of illustration that the second highest bid would be 
the alternative and would be accepted? Would it qualify as a fair 
value? 

Mr. Barnes. Would the second bid qualify as a fair value? 

The Cuarrman. Yes. I am afraid I did not quite develop what 
I was trying to, that you felt you were forced to the conclusion that 
you reached because the alternative was no production. Supposing 
that $5,800,000 was bid. While not as high, of course, as $11,000,000, 
if it still, under the statute, could be called fair value, what would be 
your attitude? 

Mr. Barnes. Well, if we assume, without passing on the exact merits 
of whether $5,800,000 is a full fair value, if there was a new competitor 
who was making a bid which constituted to the satisfaction of the 
Commission a full fair value, then we would recommend, I believe, 
that the sale to Goodrich-Gulf would not best foster the development 
of a free competitive synthetic rubber industry. 

The Cuarrman. That is what Lunderstood. Your decision seems to 
be hinged upon the belief that you had to accept the decision of the 
Commission as to what is a fair full value. 

Mr. Barnes. There is no question about that in my mind. That is 
exactly what your act said—that the Commission determines whether 
or not. it is a full fair value and does not even talk to the Attorney 
General about it. 

The Caamman. That being so, the act is certainly defective. It 
leaves you no alternative really, does it, no room to weigh any judg- 
ment, because obviously if the Commission says $11 million is full 
fair value then they can preclude our considering any lower bid. 

Senator Carenarr. Will the Senator yield ? What qualifications 
does the Attorney General have for passing upon the fair value? 
What right have you got to believe that he knows anything about 


it at all or would have any judgment which would be any better 
than the Commission’s ? 
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The Cuatrman. I do not know that he has. I am trying to get 
at the basis of the reasoning of the Attorney General as to why, after 
saying that if it was a private transaction he would probably hold in 
his view at least that it was a violation of section 7, but that really 
felt precluded by the fact that he could not go into the question of 
fair full value. That was settled by the Commission ad therefore 
this sale was the only way that this plant could go into production at 
all except with a new act of Congress. 

Mr. Barnes. Mr, Chairman, I think it may best be said this way: 
You and others in the good judgment of Congress decided that this 
was a matter which had to have determinations- 

The CuamrMan. Let me correct you. Do not say “you” if you are 
speaking of me, because I voted against the bill. Just say “Congress.” 
I thought it was a bad bill. 

Mr. Barnes. ‘Then the majority of Congress determined that this 
was a matter which had various facets. One of them was that the 
Government wanted a full fair value. They said in their enactment, 

“That, Mr. Commission, is up to you to decide. We do not want you 
to go to the Attorney General on that problem, because he has no 
knowledge on the subject.” For whatever reason, that was done. 
Now, they said, “We want you, Mr. Attorney General, in view of 
these decisions made by the Commission as to who are the qualified 
bidders and whether or not it is a full fair value, to decide whether 
or not under those cireumstances it violates the antitrust laws.” We 
have tried to give that to you, because under the plan that I envision 
was in the minds of Congress they wanted this advice from both 
sides, and then to come back to Congress with these reports and then 
the Congress decide what in their wisdom they want to do about the 
sale. 

The Cuamman. I agree that it is a defective law if that is what it 
meant. 

Mr. Barnes. I did not say it was defective, sir. 

The Cuamman, If it means that you have to gta there is no 
other possible sale than this one, and therefore you are faced with a 
decision that there would be no production unless this is approved, 
| think you could hardly arrive at any other one. I do not quite think 
that is a reasonable interpretation of the act, in all deference, al- 
though I did not approve of the fact. I think they meant for both of 
those to be weighed simultaneously and both of those must be satis- 
fied. 

Mr. Barnes. By Congress. That is what the act says. 

The Cuamman. And not under an assumption of no alternative 
production. I do not believe that was the reasonable intention of the 
Congress. But I think it is clear now, the reason why you made, under 
what factual situation, you made your decision. 

There is a letter I want to get in before I give you over to the 
Senator from Oregon. I take it from your letter of January 31, 1956, 
replying to mine of January 18, 1956, that the Attorney General’s 
letter of January 4 to the Disposal Commission should be ‘interpreted 
as meaning that the proposed sale would not violate the Federal 
BA ade Commission Act or the Wilson Tariff Act. Am I correct in 
this ¢ 

Mr. Barnes. You are correct. 

The Cuarrman. I offer these letters for the record at this point. 
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(The letters referred to follow :) 


JUSTICE DEPARTMENT, 
January 31, 1956. 
Hon. J. W. FULBRIGHT, 
Chairman, Senate Committee on Banking and Currency, 
Washington, D. C. 

My Dear Mr. CHatRMAN: In the absence of the Attorney General from the 
country, I have for reply your letter to him dated January 18, 1956. There you 
refer to certain cases recently filed by the Federal Trade Commission against the 
B. F. Goodrich Co. and others. You then ask whether the Attorney General's 
“letter and statement of January 4, 1956, were made with knowledge of the im- 
pending Federal Trade Commission action against the B. F. Goodrich Co. and 
took into account the allegations made by the Federal Trade Commission.” 
Finally, you suggest that the Attorney General supplement his January 4, 1956, 
letter “with findings relative to the Federal Trade Commission Act and the act 
of August 27, 1894.” 

First, generally, the Attorney General's letter and statement made January 4, 
1956, were prepared with knowledge of the antitrust background of each bidder 
for the Institute plant. Specifically, this Department knew of the Federal Trade 
Commission investigation, then under way, into the pricing activities of certain 
rubber and petroleum companies. Some 9 days after the Attorney General's 
letter, on January 13, 1956, that investigation culminated in a formal Federal 
Trade Commission complaint. That complaint, however, related to the sale of 
automotive products through service stations and other distributors. Goodrich’s 
ability to carry on the practices attacked, of course, may depend to some degree 
on its power in the synthetic-rubber market. Nonetheless, the most direct way 
of guarding against these practices is not by focusing on power in the synthetic- 
rubber market, but rather by the express caveat in the January 4, 1956, letter: 

“I express no opinion concerning the legality of any programs or activities in 
which the proposed purchaser may engage in the utilization of this property * * *.” 

Second, in like fashion, the unfair methods of competition proscribed by the 
Federal Trade Commission Act, section 5, relate in the main to practices in which 
Goodrich might engage after purchase, not to the mere fact of acquisition. And 
the provisions of the Wilson Tariff Act (15 U. S. Code, sec. 8), built in relevant 
part so largely on the restraint-of-trade language in the Sherman Act, section 1, 
were in effect treated in the letter’s discussion of the Sherman Act. 

Thus, failure to specify these statutes does not mean these provisions were not 
considered. And the opinion letter, covering, as it did, “whether the proposed 
sale violates the antitrust laws,” embraces these statutes. 

Sincerely yours, 
STANLEY N. BARNES, 
Assistant Attorney General, Antitrust Division. 


JANUARY 18, 1956. 
Hon. HERBERT BROWNELL, Jr., 
Attorney General, 
Department of Justice, Washington, D. C. 


DrAarR Mr, ATTORNEY GENERAL: The report of the Rubber Producing Facilities 
Commission, dated January 12, 1956, contains a letter signed by you under date 
of January 4, 1956, and a statement of findings also signed by you under the 
same date. These relate to the proposed sale of the synthetic-rubber plant at 
Institute, W. Va., to Goodrich-Gulf Chemicals, Inc. 

No doubt your attention has been called to the complaints issued by the Federal 
Trade Commission against a number of rubber and oil companies on January 13, 
1956, including complaint No. 6485 against the B. F. Goodrich Co., and the Texas 
©o., alleging violation of the Federal Trade Commission Act, in the form of re- 
straining competition in the sale of tires, batteries, and accessories. 

The B. F, Goodrich Co., is half owner of Goodrich-Gulf Chemicals, Inc., the 
allegations made by FTC appear relevant to consideration of the proposed sale 
of the Institute plant to Goodrich-Gulf. 

Would you therefore please let me know whether your letter and statement of 
January 4, 1956, were made with knowledge of the impending FTC action against 
the B. F. Goodrich Co., and took into account the allegations made by the FTC. 
If this was the case, I should appreciate your statement to this effect. [If not, 
I believe it would be appropriate for the cominittee to have the benefit of your 
views on the proposed sale as required by the Rubber Producing Facilities Act 
of 1953, as amended, in the light of the subsequent FTC action. 
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In addition, I note that your letter of January 4, 1956, expresses the opinion 
that the proposed sale does not violate the Sherman Act and would not violate 
section 7 of the Clayton Act. The finding required by section 2 of Public Law 
336, 84th Congress, relates to the antitrust laws. This expression is defined in 
section 3 (e) of the Rubber Producing Facilities Disposal Act of 1953 as includ- 
ing the Federal Trade Commission Act and the act of August 27, 1894 (28 Stat. 
570), in addition to the two statutes covered by your opinion. It would seem 
appropriate, particularly in the light of the recent FTC action, for you to supple- 
ment your letter of January 4, 1956, with findings relating to the FTC Act and the 
act of August 27, 1894. 

In view of the limited time for congressional review permitted by statute, and 
the fact that you have already made an extensive study of the proposed sale, I 
should appreciate hearing from you by January 27. 

Sincerely yours, 
J. W. FULBRIGHT, Chairman. 

The CuarrMan. In your letter you state—— 

Mr. Barnes. May I amend that last statement, Senator Fulbright? 
In order to be absolutely correct, I pointed out that we are talking 
now about the specific provisions of the Wilson Tariff Act which 
were mentioned in the Rubber Disposal Act, because there are only 
certain sections mentioned. 

The Cuatrman. In your letter you state that Goodrich’s ability 
to carry on the practices attacked of course may depend to some degree 
on its power in the synthetic-rubber market. Does this mean that 
you think that an increase in Goodrich’s position in the industry 
may place it in a position where it can more effectively and more 
harmfully engage in unfair competition or unfair practices? 

Mr. Barnes. Any increase in a competitor’s market position puts 
it into a position to approach dominance, from which it can exercise 
a greater influence, and to that extent such acquisition may enable 
Goodrich in some degree to act in a manner in which it could not 
without the acquisition. 

The Cuarrman. I believe it is already cited, at least, for violation. 
It has not been convicted, but it is suspected, let us say. So this in- 
creasing its size, assuming it is in violation for the purpose of illus- 
tration, and assuming it is already doing something, will increase 
its power even more, will it not? 

Mr. Barnes. It may or it may not. And I might point out that 
that is exactly why the Attorney General very carefully, not only 
in the previous letter but in this letter, stated: 

I express no opinion concerning the legality of any programs or activities 
in which the proposed purchaser may engage in the utilization of this property— 
because as I testified before we are vitally interested in what use these 
companies do make of these properties. 

Senator Carenart. Will the Sinden yield a moment? 

The Cuatrman. Just one last comment. It looks to me as if the 
real question comes down to whether or not we think competition in 
this industry, increased competition by sale to another one, is worth 
$5.2 million. 

Mr. Barnes. No; I do not think that that is the entire problem, 
because as we pointed out in our letter in some areas this does and 
will increase competition. In some areas it will not. 

Senator Cargnart. Mr. Barnes, there is nothing in the act, is there, 
to stop Goodrich or any other company now in the synthetic-rubber 
business from doubling their capacity ? 

Mr. Barnes. You mean by other than the acquisition here? 
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Senator Carrnarr. Yes. Is there any provision in the Rubber 
Disposal Act or any other law that would stop Goodrich-Gulf from 
building a new plant to produce 122,000 long tons of rubber? 

Mr. Barnes. Not unless it were such an industry that it would get 
itself into a monopoly position, and I cannot conceive that 122,000 
tons in the rubber market would do it in this case, because again you 
would have a total of 19.9 percent as the market position, and that 
does not fall within the definition of monopoly. 

Senator Carruartr. From a purely ieee standpoint then, is there 
any difference between acquiring some buildings that are standing 
over there idle that will produce 122,000 long tons or buying parts 
that are disassembled and putting them together and then starting 
to produce 122,000 long tons? Is there any difference from the legal 
standpoint ¢ 

Mr. Barnes. Congress in section 7 says that it makes a difference 
whether you go out and build your own plant or whether you by 
merger tend to substantially lessen competition. 

Senator Carenarr. But there is no merger involved here. 

Mr. Barnes. There is no merger, but there is an acquisition of 
assets, and that is likewise included in section 7. 

Senator Carenartr. There was no production. 

Mr. Barnes. That is correct. That is the point I dwelt on before. 

Senator Carrnart. There is no production. It was an empty 
building, made just of steel and other minerals, and they happened to 
be put together. My point is if you scatter them all over a feld and 
reassemble them, what is the difference. They have a right to in- 
crease their production by 122,000 long tons? 

Mr. Barnes. There would be none. And, of course, Congress at 
any time could see fit to put it in production if it wanted as a com- 
petitor prior to the sale. 

Senator Carenart. Would Goodrich-Guif or any other one of 
these synthetic-rubber producers at the moment have to come to you 
if they wanted to build a new plant or add to their present plant to 
increase their capacity by 122,000 long tons? 

Mr. Barnes. They would not have to come to us under any situa- 
tion, and we would not be interested if they were going to build a 
plant unless they were suspected as being monopolists or attempting 
to create a monopoly, and I have answered that. 19.9 percent I do not 
believe under any of the definitions the courts have given us—— 

Senator Caprnart. Was that not really the decision you had to 

* = ‘ . 
make here—that they were buying an empty plant and just buying 
physical property ? 

Mr. Barnes. That was part of it, Senator. I do not think it was 
that simple. 

The Cuatrman. The Senator from Oregon. 

Senator Morse. I want to say every time I hear you testify I feel 
that I am at a law-school seminar, and am having the academic leader- 
ship of a great leader. I always learn a great deal about the law from 
your testimony. But it is also the job of the student to try to drain 
the teacher for information that the student lacks, so I will do a little 
draining here, if I may. 

Mr. Barnes. I think, Senator Morse, that you have been a profes- 
sor and I have not, so I do not quite agree with your designation of 
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putting me in the professorial class, but I shall endeavor to answer 
whatever I can. 

Senator Morse. Out of experience I found that sometimes our prac- 
ticing lawyers that have been invited to law school are the best teach- 
ers. Do you think that a Government corporation can never violate 
the antitrust laws? 

Mr. Barnes. I am afraid that is something the professor is going 
to have to do a little homework on before he can answer that question. 
I would not think so, offhand. 

Senator Morse. I judged that was your premise in your comments 
you made here with regard to the distinctions that you have been 
drawing. That was my first question, but I am coming back to it 
later, because I think as I see that problem that is the basic question: 
Whether or not under the existing antitrust laws a Government cor- 
poration is in effect exempt from violation. I call your attention to 
the Lewis case. 

It was in the Lewis case, if I understand the decision correctly, that 
the Supreme Court held that the act did not apply to the sovereign, 
because in the act the sovereign was not mentioned as a potential peti- 
tioner. But here in the Rubber Act it seems to me the sovereign is, 
through the Rubber Commission, and the Antitrust Act, and the 
Clayton Act, a part of it, and I should think it would represent a pretty 
important distinction, Congress has expressed pretty clearly its mtent 
that the sovereign is involved. It would follow that we have to look 
here to see whether or not now the Rubber Commission is in effect 
following the course of action that might result in a violation for these 
purposes of the Clayton Act and section 7. But if I understand your 


major premise, it is that at least you reserve judgment on it until the 
courts have passed on it. 

Mr. Barnes. I think we should say here that that was not precisely 
the basis of any decision that we came to in this case, that if the sov- 
ereign can enact section 7, Congress, representing the sovereign’s 
actions, could eliminate the oe If you wanted to sell this 


property without its being su 
you most certainly could do so. 

Senator Morse. It could. 

Mr. Barnes. Yes. 

Senator Morse. But we did not, did we? 

Mr. Barnes. No, sir, you did not. And you asked for our opinion, 
as I have heretofore expressed myself. That is a difficult opinion. 
It is not all black and white. There are some questions that exist, as 
I pointed out, beyond the dominant position which might be created 
by going from 12.3 to 19.9 percent, which might be sufficient to bring 
into play the proscription against attempted monopoly under the 
Sherman Act. We get to the far more serious question under the 
Clayton Act, and there are two tests—whether or not there is a sub- 
stantial lessening of competition or whether there is a tendency to 
create a monopoly. Now here, by reason of the fact that the Gov- 
ernment has seen fit to say that this plant should not be operated 
unless Congress changes its mind within the next 3 years, you have 
a nonproducer which is about to be acquired by a producer, and as 
I pointed out, you therefore eliminate largely—I do not say entirely, 
but you therefore eliminate largely—the question as to the substantial 


ject to section 7 of the Clayton Act, 
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lessening of competition, one of the two tests under your section 7 of 
the Clayton Act. 

You then have a different problem for us, which was the question 
of a tendency toward monopoly. We are not prepared to state that 
an acquisition in some industries, and including this industry, from 
12.3 to 19 percent does not create a problem as to whether or not that 
is a tendency toward a monopoly. We have to take that position 
because we have filed suits where there has been a lesser percentage 
involved, plus a history of acquisitions, plus certain other things that 
do not exist in this case. But where the percentages are such that we 
did take the position and do take the position that there is a tendency 
toward monopoly, the Attorney General said if this were an entirely 
private transaction, in view of our feelings along those lines, we would 
probably have put this to a court test. 

In view of the situation here, on balance, in view of the decision 
that was made by the Commission in accordance with the authority 
conferred upon it by Congress that it had the right to determine who 
the eligible bidders were, its conclusion we felt was binding upon us, 
and its statement to us that there would be no sale unless there was 
a sale to Goodrich put us in a position where we had to say we could 
do the of 3 things. We could say this violates the antitrust laws 
because of this possible tendency toward monopoly, which I point out 
has never been interpreted by the Supreme Court. We have filed five 
cases in this area in an endeavor to get as quickly as possible some 
interpretation from the Supreme Court. We could do that. We 
coud say that it does not violate and simply stop there, or we could 
do as we have done here. We have said this does not violate, and we 
will tell you what our problems are and what we think about it. Now, 
we did that because the Commission, again under the authority of 
the statute that this Congress created and stated to the Commission 
that it must decide, decided that if there was no approval by the Attor- 
ney General it had no authority to make any report to Congress. That 
would mean that if the Attorney General decided that this was vio- 
lative of the antitrust laws that there could be no hearing of any 
kind by Congress, against an interpretation the Commission gave 
to us. 

With those factors in mind, we thought that the fairest thing to 
do would be turn this difficult problem, to some extent with the benefit 
of our views, back to the Congress which had created the problem. 

Senator Morse. I want to say, JudgeBarnes, that I appreciate that 
very able analysis, and I hope you will pardon me for wanting to go 
back to another major premise which I think constitutes our separa- 
tion of thinking at the present time. I want to go back to this matter 
of whether or not the Rubber Disposal Act. made clear in language 
in that act that the Government corporation which disposed of these 
plants would do nothing that would involve a tendency to strengthen 
monopoly. It seems to me the language of the act. is pretty clear on 
that premise. 

Mr. Barnes. I would agree with you that the Congress relied. upon 
the Attorney General to give an opinion as to whether or not this 
would violate the antitrust laws. We have come to a conclusion, 
weighing the factors for and against, that on balance it does not violate 
the antitrust laws. 
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Senator Morse. That may be what your opinion means, but I raise 
the question whether it really means that, because you say if this were 
a case of two private companies you would bring action. 

Mr. Barnes. Yes, under the assumption they are both in operation. 

The Cuatrman. Will the Senator yield or ask the question: What 
if one of them was in a standby condition in private hands and had 
not been operated for years? 

Senator Morse. I have that question. I will put it this way: Hav- 
ing a plant in actual production at the time of the sale is not a deter- 
mining operative fact, is it, Judge Barnes? 

Mr. Barnes. It is not conclusive, no. Suppose you had a plant that 
was not in operation and would never be in operation. I would think 
that on the theory that was expressed in the International Shoe case 
that would influence any court to decide it is better to have the compe- 
tition of a noncompetitor than it would be not to have it. 

Senator Morse. Oh, I would agree what you had before you was a 

lant that really was in the economic classification of having been 
junked and was standing idle. 

Mr. Barnes. This is in that classification as of the time we make 
up our mind. 

Senator Morsr. That is the question I want to raise. It is not in 
that position at all. All that Congress did in passing the Rubber 
Disposal Act was to decide if we could get what we consider to be a 
fair price for the property and sell it without increasing the tendency 
toward monopoly, we would sell it. We did not say we were going to 
junk them, 

Mr. Barnes. No. 

Senator Morse. We did not say we were going to put them on the 
market as surplus. 

Mr. Barnes. No- 

Senator Morse. We did not say we were going to dismantle them 
and the debate in this committee and in the Congress showed to the 
contrary that we thought it was quite clear they were sites to be kept 
in production. Then in case of emergency—and I think I paraphrase 
it very accurately—someone said, “What is going to happen if to- 
morrow we get into a war with Russia and we need these plants?” 
the argument I made was we would need a recapture clause, and we 
were selling them without that. 

I remember the greatest thing I got from your testimony was the 
need for a recapture clause, but there were no recapture clauses in 
there. We never expressed the intent that these were to be considered 
as junked properties or surplus property in that sense, but they were 
potential productive properties that we might very well call back into 
operation the very following week as far as standby is concerned. If 
we got into a bad national situation we would call them back. 

So I have a little difficulty with that premise or that assumption 
you made that we are dealing here with something which in effect 
was put out of production and there was no anticipation of bringing 
t back mate seaniaien, It would come back quickly if certain things 

appened. 

r. Barnes. I believe, Senator, there is a provision in this act if this 

sale were not approved no use could be made of that property for a 
period of 3 years unless Congress passed a new Jaw. 
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Senator Morse. Unless Congress passed a new law ? 

Mr. Barnes. That is right. 

Senator Morse. But it is unless Congress passed a new law. 

Mr. Barnes. That is exactly what Congress can do now with this 
problem. It can reject this if it feels that the reasoning advanced 
by the Attorney General is or is not correct. It can weigh these factors 
and if it decides this is not a proper sale then it can either permit it to 
lie idle if it desires, under the present law, or pass a new one. 

Senator Morse. It seems to me we have three possibilities. One 
would call for new bids—and I think my own personal viewpoint is 
that if we called for new bids we would get a sale. 

Mr. Barnes. I beg your pardon? I did not hear that. 

Senator Morse. My personal opinion is if we called for new bids 
we would get a sale. I think then we would have a chance to sell the 
property to a company that would be a new company, as I suggested 
this morning—a newcomer in the industry. That is very important. 

Secondly, we could pass the new law which you suggest. Or, thirdly, 
we could go ahead with this sale, which concerns me very much, be- 
cause I have not been convinced yet it does not have a tendency to 
strengthen monopoly. 

But what I would like to have is a determination by the courts, 
and it seems to me that your decision sort of puts Congress in the posi- 
tion of functioning as a court. I have great respect for the Congress, 
but not so much for its judicial capacity in complicated questions such 
as this. 

If you had handed down a memorandum opinion in which you said 
you were going to let this matter be determined by the courts as you 
would between two private parties, I think I could go along with that 
on legal grounds much easier than I could go along with what I think 
is a very interesting shift in legal position, although proper as to the 
legal conclusion you have reached; but a shift in the legal position, 
where you say in one part of this opinion you do not know whether or 
not a Government corporation can be guilty of a violation of the Anti- 
trust Act a ndtherefore you conclude, because you do not know that, 
that this apparently does not tend to create or strengthen monopoly. 
I say, Why do we not view that first issue first ? 

Mr. Barnes. May I again point out to you, sir—and I am not pass- 
ing now on the legality of it, because it 1s not in our province to do 
so—we were advised by the Commission it was their opinion based on 
the advice they had received that if the Attorney General did not 
approve this there could be no report made to Congress. That would 
mean that there could be no sale and that for a period of 3 years any- 
way there would be no use of this facility. Right or wrong, that was 
the interpretation that they put upon it. 

Senator Morse. That is hamid on the assumption that Congress 
would sit by and do nothing. 

Mr. Barnes. That is right. That is correct. 

Senator Morse. Would they not have the duty under the act in the 
report to Congress to apprise us of the position they had taken after 
the Attorney General had given them the type of decision I now say 
T wish he had given? 

Mr. Barnes. I would think so. 

Senator Morse. In the report to us. 
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Mr. Barnes. I would think so. 

Senator Morse. It does not follow they would have to wait 3 years 
for us to do something about it before opening up for new bids. 

Mr. Barnes. And that is exactly what Congress can do now. Be- 
cause by giving this opinion under the restrictions laid down by the 
(Commission the matter is right where it should be with celerity. It is 
here where Congress can act right now. 

Senator Morse. Very well. “It is here, with the Attorney General’s 
opinion, which put us in the position of debating as a committee on the 
floor of the Senate when someone in opposition is going to say, “The 
Attorney General did not find this was in any way tending to inerease 
monopolistic practices in the country. The Attorney General did not 
even find that the Government corporation under the Clayton Act can 
violate the Clayton Act.” 

If you think that does not mean votes in the Senate of the United 
States, you ought to go through this job with me. I think we have a 
right to havea , determination from our Attorney General as to whether 
or not the Clayton Act applies to a Government corporation or does 
not. 

Mr. Barnes. I think under this circumstance, in this act’s context, 
I do not think there is any question that it does. 

Senator Morse. It does? 

Mr. Barnes. Yes. And as I told you, we did not rely on the 
sovereignty being excluded from the operations of the antitrust laws 
to come to this decision. 

Senator Morse. Then we move from that into your finding of fact 
as to whether you think this will tend to increase monopoly. 

Mr. Barnes. That is right. 

Senator Morsr. Then let us proceed to discuss that for a moment. 
Going back 

Mr. Barnes. May I say before we leave that subject, if I may, Sena- 
tor, I may believe from what you just told me some of the Congress 
pays some attention to what the Attorney General says. 

Senator Morse. I do not think as a lawyer going into any piece of 
legislation involving legal problems such as this that we would even 
start thinking about debating it without fine-tooth-combing the Attor- 
ney General’s opinions. We find some good law in some of them. I 
do not alw ays agree W ith some of his conclusions, but I can say that I 
think largely it is a remarkably fine job that is done by the Department 
of Justice. I do not care what the administration is. 

1 worked in the Department of Justice at one time and I think it is 
the old case of where a lawyer is put on the bench. You hear a lot of 
criticism where they are appointed sometimes, but they rise to their 
roles. I think when lawyers are put in the Department of Justice 
and have this public responsibility of advising their Government of 
what the law is, they rise to the job. You do not always agree with 
them, but I think the Attorney General’s opinion should always be 

carefully considered. 

I want to go over to something which is probably in another phase 
of the discussion. 

Going back to page 10 of this report of the Rubber Disposal Com- 
mission now. Let us assume the hypothetical that the highest bid has 
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been $5 million instead of $9 million on October 7, and the highest bid 
on November 21 was $5,500,000. Does that mean that the Commis- 
sion would not have been justified in revising its own appraisal of what 
a fair market value was ? 

Mr. Barnes. Would you read that last part, please ? 

(Whereupon the portion of the question referred to by Senator 
Morse was read by the reporter.) 

Mr. Barnes. I do not think I can speak to that, Senator. I do not 
think I can tell the Commission how they should determine what the 
fair market value was. 

Senator Morsr. I may be reading something into your replies you 
did not intend, but when you were discussing it earlier in your testi- 
mony as to the position which the Department of Justice found itself 
in, the Commission having fixed the $9,500,000 figure as a fair market 
value, there was not anything you could do about that. You had to 
take it. 'The Commission finding that one of these other parties met 
the fair market value, let us say, fixed a price which was met only by 
this particular company and therefore you have to accept that finding. 

Mr. Barnes. Yes. 

Senator Morse. I felt that that implied that the finding of the Com- 
mission was irrevocable and everybody had accepted it. Therefore I 
now raise this question: Suppose no one had gotten up to $9,500,000. 
Suppose no one had gotten up to that figure. The Commission would 
be perfectly free to modify its appraisal of the fair market value 
because the very bids themselves would be some indication as to what 
the industry thought the property was worth, and no one in the indus- 
try thought it was worth $9,500,000. That does not mean under the 
Rubber Disposal Act the people of this country have to sit by and have 
that property stand there and go unsold because they have a Commis- 
sion which does not like to change its appraisal. 

So I am seeking to get your viewpoint on whether or not the 
$9,500,000 figure that the Rubber Commission fixed was not the figure 
that would prove to be one that at least one company thought was a rea- 
sonable fair market value, because on November 21 they bid the exact 
figure. But if they had not been able to get that bid and were going to 
sell this property at all then the Rubber Commission would have had 
to. revise it downward; would they not ? 

Mr. Barnes. They could either have revised downward or refused 
to make any sale. Then it would have been up to the Congress to 
review the legitimacy of their conclusion that it was not a fair 
market price. 

Senator Morse. It seems to me as a committee we have to go into this 
figure of the Commission of $9,500,000 as a full, fair value of this 
pg y- 

Mr. Barnes. May I interrupt there? I do not understand they made 
any finding that $9,500,000 was the full fair value. 

Senator Morse. Full market value? 

Mr. Barnes. No. I understand they merely made this statement: 
That as of a certain date they would not consider any bid unless it were 
equal to that amount. You may say—— 

Senator Morse. I will accept that. 

Mr. Barnes. Maybe it is the same thing, but I do not think it is 
quite, but I would not argue it with you. { want to point it out. 
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Senator Morse. Let us take the chronology of this. As I have it in 
the record, on November 21, 1955, Goodrich bid $9,500,000. On Decem- 
ber 12 the Department of Justice informed the Commission an award, 
if made to the Goodrich Co., would not foster competition. That is 
when you told the Commission it would not foster competition? On 
December 12,1955. Is that right? 

Mr. Barnes. That is right. Under the situation as it existed then, 
with the number of bidders, we did not think that the Commission 
could best foster competition by selling to either 1 or 2 companies that 
were already within the industry. 

Senator Morse. On December 13 the Commission sent a letter to all 
bidders that $9,500,000 was the full fair value, but nothing below that 
would be accepted. 

Mr. Barnes. I do not have knowledge of that. I understood they 
had not used that first part of that sentence, but they said nothing 
less than that would be considered. 

Senator Morse. You find that on page 9 of their report. The full 
fair value, therefore, appears only to represent the bid of Goodrich- 
Gulf. I am rather interested in Laberiin just when the Commission 
fixed upon the particular figure after receiving your letter of De- 
cember 13? 

Mr. Barnes. I cannot tell you that, sir. 

Senator Careuarr. Where is the December 13 letter ? 

Mr. Barnes. I do not think that is in the record; is it ? 

Senator Capenart. I would like to see it. 

Senator Morse. On page 9. It says: 


It is the present view of the Commission that it is unwilling to recommend 
to the Congress any sale of the proposed facility for less than a price of $9,- 
500,000 for the fixed dollar amount of part I of the tentative purchase price 
described in the standard form of sales contract, a copy of which is enclosed. 

I am intrigued by these dates and I am intrigued by the chronology 
here leading up to this valued judgment of the Commission. It seems 
to me to have a remarkable relationship to the Goodrich top bid. 
That is why I started out with my hypothetical, “Suppose no one ever 
got up near $9,500,000, but $5 million was tops.” I wonder what 
the Commission would have said then. 

You have testified that you do not think that the Department of 
Justice could step in and give any weight or consideration to the price 
offered by Goodrich. I am not so sure that I agree. I am not so sure 
that you can separate from your task of determining whether or not 
this is going to increase the tendency to monopoly the price that this 
company offers, particularly when the Commission itself, it seems 
to me, sort of shifted its position in this chronology. Because if you 
have—— : 

The Cuarrman. Will the Senator yield ? 

_ Senator Morse. Just a second. I have to get this while it is click- 
ing through. Because if you have a company that is out to strengthen 
a monopoly position it is going to go pretty high in its bid. $11 mil- 
lion, speaking hy thetically, i i million, but it is going to get con- 
trol of a yer that it does not want some other competitor getting 
hold of. It is going to strengthen its already pretty heavy productive 
percentage as shown on page 13, of 13.1 percent, and raising it up 
to 19.9 percent. The price is an important thing; the bid is an im- 
portant thing. The very bidding practice can be a monopolistic 
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practice. I mean, it can have the effect of strengthening their 
monopolistic position. But if the Commission follows the course that 
I think they did here, I think they just play right into the hands of 
Goodrich and were not very fair to the others, because as I understand 
it—and I hold no brief for any of these companies—but as I under- 
stand it, the Pauley bid—and I am not so sure of another one of these 
newcomers—the Pauley bid involved the conversion into a cold-rubber 
plant that would result in a different type of production process than 
Goodrich engaged in. 

When you take a look at the cost of conversion that would have to 
be engaged in or be paid out by that particular bidder, look at what 
I understand we have. Take the Pauley bid. The Pauley bid was 
$2 million and then $2,837,000, and then finally $3,537,000. The ac- 
tual cost of converting would be probably $3 million. If you add that 
to the Pauley bid which was made on December 19 of $5,800,000, 
you get a comparable price with cold-rubber plants which we have 
already sold, which would add up to $8,800,000, or approximately 
$71 per ton. The cost per ton in the bid of the American Synthetic 
Rubber Corp. for the Houston plant was only $53 a ton and less than 
what the cost to Pauley would have been under this conversion. Also 
the Phillips Texas plant was $53 a ton. 

In brief, the Pauley bid was not a very low bid when you take into 
account the fact that they are going into the manufacture of cold rub- 
ber. It seems to me that the Department of Justice cannot escape 
those operating facts as to what these bidders propose to do with the 
plants, because we are dealing here with all rubber production in the 
country, which includes not only GS-R rubber, but other types of rub- 


ber, and we are trying to get as much competition as we can. 
I think when you determine what the fair market value of this prop- 
erty is, you have to find out to what use it is going to be put. What 


kind of rubber are they going to manufacture and produce? When 
you take that into account I am not so sure that the Pauley bid, and I 
am not so sure that maybe the Union Carbide bid, are such low bids 
after all. That is why I wonder if you are right in your assumption 
that you had no concern. 

I want to state it accurately, and you can restate it if my understand- 
ing is wrong. It is your assumption that after all you had no interest 
or concern in the bids which the Rubber Commission considered in 
relationship to its determination of a fair market value. 

Mr. Barnes. The amount of the bids. That is correct, sir. 

Senator Morse. Yes. 

Mr. Barnes. Under your supposition an extremely large bid might 
be an attempt to monopolize. 

Senator Morse. Well, let us ask this question: Suppose the only bid 
had been a $9,500,000 bid and that company had controlled 40 percent 
of the rubber production of the country. Would you have stepped in 
there ¢ 

Mr. Barnes. Let us make it 60 percent and I would agree we would. 

Senator Morse. If it will help you I will make it 90 percent. 

Mr. Barnes. That would make it very easy. 

Senator Morse. But why! You have got to take into account the 
bid. 

Mr. Barnes. Certainly. We take into account not the bid, but the 
relative market position. The price is immaterial. 
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Senator Morse. But what percentage are you going to bring it down 
to before you take an interest in it? 

Mr. Barnes. That is where we get into the question of it is not a 
monopoly, but a tendency toward monopoly, and where are you going 
to draw the line. That is the exactly difficult problem you have under 
any section 7 case. 

Senator Morse. It seems to me there are 2 difficulties, as I under- 
stand your testimony: 1 is you do not want to render an opinion on 
whether or not it applies to the Rubber Commission ; and, 2, you do not 
want to go into the figures to see whether or not the bids from these 
newcomers that were made taking into account their conversion plans 
would not have been a fair market value bid. 

Mr. Barnes. That is correct, sir. We did not attempt to come to 
any conclusion as to what was the fair market value. 

Senator Morse. At the risk of redundancy, let me put it once more 
this way: When you take the figure or accept the figure of $9,500,000, 
which in effect you do, do you not, when you say that is the figure the 
Rubber Commission puts on it and we are not going to question that, 
but only question whether this will result in a tendency to strengthen 
monopoly, and do not take into account the fact by fixing that figure 
of $9,500,000 that they weed out Pauley and Union Carbide, or X, Y, 
or Z, who have to do a conversion job, which, when you take the ex- 
pense of conversion into account, would not have made their bids so 
low but would have produced a new producer in the industry. 

Senator Carpenart. Will the Senator yield ? 

Senator Morse. Just a moment and I will. Which would have 
produced a new producer in the industry. If I understand you cor- 
rectly, everything else being equal you would like to have a new 
producer in the industry. 

Mr. Barnes. That is correct. 

Senator Morsp. But it seems to me you cannot determine whether 
or not this is creating a tendency toward monopoly unless you deter- 
mine in the first instance whether or not the Rubber Commission has 
rendered a fair and equitable judgment on these other bids, taking 
into account the use to which they were going to put the plant. 

Mr. Barnes. The full fair value was by the design of the statute 
according to our interpretation and the interpretation of the Rubber 
Commission, entirely in the hands of the Rubber Commission. If 
we are erroneous in that, then there is validity to your criticism. 

Senator Morse. We did not say, it seems to me—and I may be 
wrong about the intent of Congress, but I can speak for one Mem- 
ber—we did not say that these plants were going to have to be sold 
to Goodrich for the production of X type of rubber. We said they 
have to be sold for use in the rubber industry for the production of 
rubber. Some of these plants have to be converted as some of these 
other plants were converted, as the Houston plant was converted. 
You have to take into account the cost of conversion to determine 
whether or not we have a fair price if you are going to carry out 
what I think is one of the major objectives of the act, namely, the 
prevention of monopoly. 

Mr. Barnes. I can only say apparently you think we should not 
only have passed upon whether it was a full, fair value, but whether 

72427—56——7 
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it was a full, fair value in view of possible uses to which it might have 
been put. 

Suudae Morse. But Goodrich had a special advantage from that 
premise. Goodrich, because of its already going operations had a 
special advantage in using this plant for the production of a certain 
type of rubber. 

Mr. Barnes. Yes. 

Senator Morse. You are not going to give it what amounts, it 
seems to me, to a bonus position in bidding because they can use it 
to increase their production of that particular type of rubber when 
X comes along here and says, “Listen, I need this plant to produce 
a cold rubber plant operation and when I take into account my con- 
version price | am paying you a very good price. I am paying you 
at the rate of $71 per ton. Or rather I am buying the plant at the 
rate of $71 per ton cost.” | 

Mr. Barnes. It seems to me if that is what Congress intended they 
should have said this should have been sold for full, fair value, but 
taking into consideration the possible uses that might be made of it 
and whether or not someone who was not now in the copolymer in- 
dustry would have greater expense and therefore should have a credit 
in the acquisition. 

Senator Morsr. I certainly do not agree with you, but I think it 
is clearly implied we take into account our discussion here in the 
committee and all that we had to say about the different rubber 
processes, and our cross-examination for hour after hour on it, and 
our educating the Senators as to how these plants operate and the 
differences in the rubber process, and so on. e were talking about 
the cold rubber industry all the time which had all of these different 
processes in it. I would say most respectfully, I think that is im- 
plied, that the Rubber Commission had the duty. 

Mr. Barnes. Are you talking about our duty or the Rubber Com- 
mission’s duty ¢ 

Senator Morse. At this point I am talking about the Rubber Com- 
mission, and I am going to say something in a moment about what I 
think your legal responsibility was in interpreting the statute. 

The Cuarrman. I think that is exactly what the act does say, if the 
Senator will yield. I call his attention to section 17, subsection 5, 
which reads: 


That full fair value for the facility or facilities will be received by the Govern- 
ment talking into consideration the policy set forth in section 2 of this act. 


Section 2 of this act sets out very clearly just about what the Senator 
said. Itsays: 


It is hereby declared * * * is consistent with the national security and will 
further effectuate the policies set forth in section 2 of the Rubber Act as amended 
with respect to the development within the United States of a free, competitive 


synthetic rubber industry. 

I do not know how much more specific you could be in taking that 
into consideration. It is just about the language that you used. 

Mr. Barnes. All I can say, Senator Fulbright, is again that we have 
not attempted to determine what was the full, fair value. We felt 
that was up to the Commission. 

Senator Morse. I am not going to dwell on this point because I think 
I have presented a given point of view at least as clearly as I can. 
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Mr. Barnes. I think you have done exceedingly well. 

Senator Morsr. I have my mind as clear as you have yours, but I 
want to move on to another subject matter, Mr. Chairman. I want to 
say my concern about the Attorney General’s decision is based on 
these two points I have made. No. 1, I think we ought to have had 
the position taken by the Department of Justice that this has to be 
dealt with just as though it were two private companies involved in the 
transaction. Second, I do not think you can determine whether or 
not this has a tendency to monopoly until you take a look at what these 
companies are producing, and what the newcomers would produce, and 
what the cost of conversion of the newcomers would have been in the 
light of the conversion costs of other plants which we have already 
sold. We sold plants for conversion before to other companies, and I 
think the total effect of this sale—it is my tentative conclusion that 
the total effect of this sale is we have concentrated now additional 
productive power in the hands of the same few oil and rubber com- 
panies in the country. 

Mr. Chairman, you and I opposed the bill last time for three main 
reasons. First, because it did not have a recapture clause in it. 
Secondly, because we did not feel it had an enforceable section in it 
that would protect the small-business interests of the country; and, 
thirdly, because we thought it was leading to a vertical combine or 
vertical monopolistic combine in rubber. 

I want to yield to the Senator from Indiana before I go to the new 
subject matter. 

Senator Carrnart. How could the Commission or the Attorney 
General possibly have any control or have anything to do with how a 
company which purchased one of these facilities converted ¢ 

Senator Morss. They knew what they were going to do with it. 

Senator CapgHartr. You mean they tell them what they are going 
to do with it? 

Senator Morse. Of course. They know what they are going to 
do with it. 

Senator Carenartr. They were not selling conversion in this in- 
stance, but physical properties. 

Senator Morse. The Rubber Commission had the responsibility, 
under the spirit and intent of that law, of protecting the American 
consumers from monopoly in the field of rubber production. I do 
not think they did it this way, and I do not think you can do it unless 
as a Rubber Commission you go into the question of what use is 
going to be put to this property. 

Here the Commission had a chance to broaden the base of compe- 
tition and it did not do it. If the interpretation of the figures I 
have given stands up, it did not do it. I think when you take a look 
at some of these other bids, even at their figure of $9,500,000, they are 
not very far off. At least they are close enough to it so now we 
ous to have an invitation to a new bid, particularly after this 
nearing, 

Senator Carenart. Did the Senator object to the 18.8 percent 
position that the Firestone Co. had on the original sale? 

Senator Morse. I will tell oe what I object to. 


Senator Carrmart. No. My question was, did you. object to it 
originally ¢ 
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Senator Morse. Oh, yes, I objected to it. 

Senator CarrHarr. The 18.8 percent ? 

Senator Morse. Yes. 1 objected to it because it is part of the table 
that I want to call to the attention of the Senator from Indiana, which 
I think shows a very dangerous picture in this country in the field 
of rubber production. On page 13 you have the companies set out 
that dominate the rubber industry. They are too few for the good 
of the consumers of America, especially when you take into ac- 
count—— 

Senator Carenarr. Let me ask you this 

Senator Morse. Let me finish my sentence. Particularly when you 
take into account the subsidiary activities of these companies in the 
field of fabrication and retail. Because what I want to constantly 
keep in mind is the fact that you have the production of the raw 
rubber in the first place and you have the fabrication, and you have 
retail, and through those steps you see a remarkable vertical monopoly 
developing in this country, which, from the standpoint of the con- 
sumer, I am afraid is going to cause him to pay through the nose if 
we do not broaden this base. So when I see a chance to get some 
more competition in here I think they ought to be allowed to come 
in, because keeping them out tends to increase monopoly. 

Senator Carenartr. Of course, it would have to come up in here 
had they paid $11 million for it. 

Senator Morse. I am raising the question as to whether or not under 
the act they have to go that high. The act does not say it goes to 
the highest bidder. 

Senator Carprnart. Why did they not offer to pay $11 million.? 

Senator Morse. I gave you some figures which I am willing to say 
I think are completely reliable on the bids considering the conversion 
costs which were within what might be called the fair market value 
for the property. 

Senator Carrnartr. The Senator would have been the one to have 
cried the londest had all of these plants been sold for 50 percent 
of what they might be sold for in order to get another half a dozen 
competitors into this business. 

Senator Morse. Let me say I am always interested when my good 
friend, the Senator from Indiana, starts speaking for me, and even 
when he starts crying for me, because I like to do my own crying. 

Senator Caprnart. The Senator is already objecting, and I am 
sure he will on the floor of the Senate, as I know I have heard other 
Senators object, that these plants were originally sold for too little 
money, and they are now making too much profit on it for what they 
paid for it. Now you are objecting because they have bid $11 million 
instead of $3 or $4 or $5 million. 

Senator Morse. I do not know whether the Senator was paying 
attention or not when I discussed this conversion cost, but if he was 
he certainly could not say that is the position of the Senator from 
Oregon. 

Senator Carpnartr. But my point is, they were not selling con- 
version, but selli hysical properties. 

Senator Sinem, te point is, if you are going to check monopoly you 
have to take a look at what the company is going to do with the plant. 
If you take a look at that you will find, considering the conversion 
cost, that if you sold it to one of the newcomers you would have 
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broadened the base of competition in the industry at the same cost 
to the purchaser. If the Senator from Indiana thinks I have ever 
taken the position it ought to go to the highest bidder, he is just mis- 
taken. That has not been my position. You work for a price that 
will best protect the consumer against the development of a vertical 
monopoly. That is my position. 

Senator Carenarr. You could carry that to the extreme and say 
that the Federal Government ought to contribute something to some 
of these gentlemen then in order to convert into something else, 
because it is going to cost them a lot of money. 

Senator Morse. You will never find me worrying about the Federal 
Government contributing whenever it is necessary to protect private 
enterprise. We do a pretty good job of that as a government, con- 
tributing to private enterprise to keep it private enterprise. I am 
sure I do not have to start mentioning to the Senator the instances 
in which we do that. 

I think one of the differences I have with the Senator from Indiana, 
and the difference I have with Judge Barnes is that in coming to de- 
termine and reaching a legal conclusion and finding as to whether or 
not a certain course of action results in a tendency to increase monop- 
oly, you have got to look into all of these economic factors that T have 
been talking about. In my judgment that is what the Attorney Gen- 
eral did not do to the degree that I think he ought to have gone. 

But now I want to turn, Mr. Chairman, to the second of the three 
phases of the problem I want to raise. 

Mr. Barnes. Can I say something about that, Senator? 

Senator Morse. Yes. 

Mr. Barnes. I think in fairness to the Commission we should point 
this out: That this is not starting an industry from scratch. We have 
14 plants. The most competitive position that could be reached would 
be to have 14 companies in the business. There are 11 companies in 
the business. That is not a perfect score, but certainly it is far from a 
poor score in bringing competitors into a business which up to this 
time has been purely governmental. 

Senator Capruarr. I agree with you. 

Senator Morse. It is so much in that respect, Judge Barnes, like 
the steel industry. 

Mr. Barnes. I think this is more competitive than steel. 

Senator Morsn. By the very nature of the steel industry we are not 
going to expect very many new steel companies to be built in this 
country. Yet as a member of the Small Business Committee, that is, 
the Select Committee on Small Business of the Senate, I raised this 
point. The reason why I was late here this afternoon was because I 
was at a meeting in which I raised the whole question of what was 
going on in the steel industry with respect to the small-business men 
of this country being unable to get steel; who are confronted with the 
refusal to sell. It is a very serious problem on the west coast, and a 
terrible one in my State. 

Mr. Barnes. That is right. The Union Oil Building. 

Senator Morse. I know what you are doing and I want to congratu- 
late you and thank the Department of Justice for the work you are 
doing on this problem, but it has many of the same earmarks of what 
is going on in rubber. I am worried about the power of these big com- 
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bines to produce the steel, to stay with that for a moment, and then 
fabricate the steel, and then bid on the construction jobs. As a result 
I sent down to the Small Business Committee 2 weeks ago a pipe man- 
ufacturing company, the Beall Pipe Manufacturing Co. in my State, 
one of the old, well-established standard manufacturing plants in my 
State, which has contributed so much to the economy of my State. 
What is he up against? Well, his testimony is he cannot get the steel 
from Kaiser; he cannot get the steel from Bethlehem, and he cannot 
get the steel from United States Steel, because they are bidding on the 
same road jobs and the same bridge jobs and the same dam jobs he 
would like to bid on. He makes his bid and he is low bidder, but they 
give the bid to somebody else because he cannot get the steel. He is up 
against that. In my judgment he is up against a dangerous vertical 
monopoly. 

Mr. Barnes. Vertical integration. 

Senator Morse. We have to do something to stop it. 

Senator Carenart. Will the Senator yield? 

Senator Morse. Sure you have 11 now and you could have 14, but 
if you had a chance to get 12 or 13 it is better than 11. That is my 
point, 

Senator Capenart. Will the Senator yield? 

Senator Morsr. Yes. 

Senator Capenart. You keep saying we are talking about small 
business. I do not know how you could write a piece of legislation 
protecting small business any better than we did in this legislation. 

Senator Morse. I am glad you raised that question because it is my 
next point. 

Senator Carrenart. The sale involves 67 percent of the production 
going to small business. 

Senator Morsz. If you think this protects small business, I can 
assure you I am ina diametrically opposed position. I think this is 
a gimmick; a lot of window dressing; a come-on. It is a come-on. 

Senator Carenart. Those are nice, easy statements, but how would 
you do otherwise? 

Senator Morssr. I think it is a come-on. That is what I think it is. 

Senator Carenart. How would you do otherwise? 

Senator Morsr. We will go into the contract. It is on page 6 of 
Judge Barnes’ statement. It says: 

To remedy this impending shortage with consequent burden to smaller non- 
integrated fabricators, the proposed contract of sale to Goodrich-Gulf provides: 

“The purchaser will make available for sale at fair market prices to small 
business enterprises (as defined in section 21 (h) of the act) in reasonably equal 
monthly quantities, the following tonnages per year :” 

It lists the tonnages on the top of page 7. 

Could you tell me just what this means from the standpoint of 
enforceability ? 

Mr. Barnes. As I have expressed myself before, today, and on pre- 
vious occasions, there is a provision in a part of the contract known as 
the appendix which appears here at the bottom of page 41-A. That 
is what I quoted from. That is a representation made by the pur- 
chaser. The president of this company, as I understand it, on a pre- 
vious occasion in speaking of an exactly similar paragraph stated that 
he regarded it as a legal and a moral obligation. I have heretofore 
expressed the opinion that there might be some difficulty on the part 
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of whatever Government agency is designated by the President to 
enforce that obligation. I have stated that I would prefer to have it 
as a material warranty as part of the contract. We have done our best 
to follow down as quickly as we can in an investigation to see whether 
or not the various companies proposed to respect their obligations. 

I have stated that the Department of Justice would do all that it 
could to see to it that those obligations were respected. There are dif- 
ficulties there, Senator, and the same ones we discussed before. They 
are not ideal. So I can see same basis for the Commission believin 
that in these various contracts in any sale the same language should 
be used. That is the only reason I can see for not strengthening it. 

Senator Morse. I am speaking completely from recollection now, 
but I want to recall my understanding of our discussion of this point 
» year ago. We suggested then that the Commission write a war- 
ranty in there; and that in effect the Commission make what would 
constitute a conditional sale. 

They did not want to do that. We then asked the counsel for the 
several rubber companies on the stand whether or not they considered 
that they would be legally bound by any such promise that they were 
going to supply small business concerns in this country with rubber. 
I think the record will show it all added up to about this: 

“We assure you we are going to do it.” But as lawyers they were 
not willing to say they thought it was enforceable. That is my con- 
clusion; that there is grave doubt as to its enforceability. 

I do not like to hold out a hope here that small business is going to be 
protected in this sale when I think there is at least grave doubt as to 
whether it is enforceable either by the Government or small-business 
men. Certainly from the standpoint of X who is buying from A let 
us say for 10 years, and A decides that he is going to fabricate his own, 
make his own tires or his own waterbags, or his own syringe bulbs, or 
whatever the rubber product is, and he is going to need all of his 
rubber to do that. I think it would be pretty hard to get any court to 
say, “You cannot do that under this sale. You are still going to have 
to give-— 

Senator Carenart. Will the Senator yield? 

Senator Morsr. Let me finish this argument. “You are still going 
to have to give X 21,000 long tons of rubber for small business.” I do 
not know where the consideration is as far as the small-business man 
is concerned, and I do not know where the jurisdiction of the Depart- 
ment of Justice is, after title has passed. 

Furthermore, I am concerned about the reorganization of the corpo- 
ration, with a new board of directors—a new chairman. Of course, 
they carry along the liability but if the liability in fact does not exist. 
the moral obligation will disappear. They do not carry along a moral 
obligation, but carry along a legal obligation. 

If the new board says, That was a bunch of softies and we are not 


legally liable and we are going to fabricate our own tires,” I do not 
know what we are going to do about that. That is why I have been 
this stickler for a warranty provision. However, it seems to me—and 
again do not think this 1s criticism, because it is not and I mean 
no reflection by this statement—I do not think this statement of yours 
is as strong as it was last year on this point. 

Senator Caprnart. Will the Senator yield? 
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Senator Morse. Yes, I yield. 

Senator Careuarr. The Senator is a lawyer and I would like to 
hire you to draw a contract under the circumstances you are talking 
about. 

Senator Morse. I would like to have a Capehart fee, too. 

Senator Caprnartr. You do not know who the customers are going 
to be and you do not know how much they are going to want and how 
consistently they are going to want even that which you do not know 
they want. You know asa lawyer you could not draw up a contract 
and write it into a law, or even a contract beyond what we have done. 

Senator Morse. You can write a warranty. 

Senator Cargenarr. Because who knows, first, what small business 

Secondly, who knows 

Senator Morse. You have defined that by law already. 

Senator Carenmartr. Secondly, who knows whether he wants to buy 
from this specific plant, and who knows whether he will be in a posi- 
tion to buy. The small man is not in a position to contract for X 
amount. Asa lawyer you know you cannot do any better than we have 
done in this contract. 

Senator Morse. I am always amused when the Senator from In- 
diana tries to put his thoughts into my mind. With my campaign 
coming up, and needing campaign money as I do, I would hire myself 
out for that lawyer’s fee right t now on that contract. 

Senator Carenarr. You go ahead and draw it and I will pay you 
for it. 

Senator Morse. We have got to enter into a contract first. 

Senator Carenarr. You draw a contract for me that any other man 
will say is a practical, workable business paper, and I will pay you 
for it. It just cannot be done. 

Senator Morsr. Even Judges Barnes said in his testimony last year 
I put in what he thought was a pretty good, workable paper. 

Senator Carrnmartr. The interesting thing to me, as the author of 
this bill, is that we have been accused by many that the bill was a 
giveaway and that we sold these plants too cheaply. They said it 
was a giveaway and now the Senator takes this position that this par- 
ticular plant should have been sold for less. 

Senator Morse. Well, of course, I do not know whether it ought to 
be sold for less or more. I simply say it should not have been sold 
to Goodrich when there was a chance, and I think there still is a 
chance, to get a newcomer into the industry. That is my position. 
It is not going to do us any good to argue what our respective points 
of view are. 

Senator Carruartr. There are only 14 of these plants. They were 
sold to 11 different companies. If there had been 2 more 

Senator Morsp. I want to get 12, if I can get them; 13, if possible. 
I want to get at least 12. 

Now, Mr. Chairman 

The Cuarrman. Will the Senator yield? There is one sentence in 
the Attorney General’s letter, on page 20, [ think that shows the At- 
torney General’s attitude with regard to these various provisions you 
are speaking of. He says: 


I am nevertheless concerned about the future enforcement of these contractual 
commitments when the Commission ceases to exist. 
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{ think that it is pretty clear he does not think they are enforceable, 
Wouldn't you say that is a reasonable interpretation of that sentence ? 

Mr. Barnes. No, sir, not exactly. I would not say there was any 
conclusion they are not enforceable. I think, as I stated, there is some 
doubt as to their enforceability in all cases. I point out there is dif- 
ferent language in these different contracts. And just to keep the 
record straight, what I said was, “I personally would have preferred 
to see more direct requirements as part of the warranties” and a few 
other remarks. I may point out one of the difficulties here that we 
get right down to is you are enforcing something that depends upon 
a term and that term here is “small business enterprise.” And that is 
defined by Congress in the act, section 21 (a), and that presents dif- 
ficulties right to start with. 

Senator Carrnartr. Let me ask you this question: How would you, 
asa lawyer, go about writing up a contract with someone whom you did 
not know, did not know where they were located, did not know exactly 
how much they might want to buy, and at what time they might want 
to buy a given amount? How would you go about writing such a 
contract ? 

Mr. Barnes. You have already employed Senator Morse. 

Senator Morse. I think you have got your answer. 

Senator Capenart. He knows it cannot be done. You cannot write 
a contract with someone when you do not know who it is, someone 
that does not exist. 

Senator Morse. One more comment on this statement of the judge 
on page 6. The “small business” definition is a little bit indefinite, 
but we do have, after all, a statutory definition of it. But “fair market 
price” is pretty illusory, too. 

Mr. Barnes. Yes. But I think there is some little statutory defini- 
tion of what constitutes small business. There are certain adminis- 
trative regulations. But look what you have here: 

“Small business enterprise” means an enterprise independently owned and 
operated which is not dominant in its field of operation. 

Now, there you have about as difficult a task to decide-——— 

Senator Morse. Illusory. That is why I think it ought to have 
been tied down, That is the reason I am not going along with it. 

I want to come to the last general subject I have already alluded to, 
and I will be very brief on it. That is this matter of vertical monopoly 
trends in the country—where we have this problem of fabrication, 
retail establishments set up, a vertical monopoly that includes, for 
example, arrangements between oil companies and rubber companies— 
our gas station operator problem we have been holding hearings on. 
Do you think that the problem of the vertical monopoly issue was 
taken into consideration adequately by the Department of Justice in 
determining whether or not this would lead to a tendency toward 
monopoly, or was your finding limited more to whether or not it 
would Jead to a tendency toward monopoly in the manufacture and 
production of the particular type of rubber produced in this particular 
plant? 

Mr. Barnes. It was primarily with the production question, Sen- 
ator—primarily, again, because from the standpoint of sale, there 
was the set-aside provisions; good or bad, they existed there. And 
they were more favorable, so we were advised, than any other bid 
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that had been made for the sale of this particular plant by any bidder. 
Now, if we assume that they are enforcible to any reasonable extent, 
then they do protect the distributive end of it and the small producer 
to that extent. 

Now, I might also say that, keeping in mind the admonition that 
was required of me at the last hearing, the Department of Justice was 
not going to forget about this disposition immediately after the sale, 
and the subsequent action of the Congress in requiring investigation 
and report by the Attorney General—we have been trying to get 
started a type of investigation that will give us the factual situation 
in the distributive end. 

Senator Morsr. I knew about it, and I am glad to here publicly say 
that I highly commend the Department for what it is undertaking 
in that field. 

The judge has made his position clear on my question, Mr. Chair- 
man, and I must nemeuiiaiiy. say that here again I do not feel that 
the Department of Justice has gone far enough in giving consideration 
to what a tendency toward monopoly means within the law. I do 
not think you can separate the vertical monopolistic practices that 
are showing up in fabrication and retail policies of these big combines 
from the production end. This production end is just the first step 
in putting these monopolies in a position where they can collect their 
monopoly prices. And further, may I say, repeating my opinion, that 
I think the so-called set-aside in this bill. is not worth the paper it is 
written on, because I think it will end up unenforcible. The heat is 
still on these companies. Do not think that the debate last year and 
the struggle we had in the Con had not an effect on the business 


practices of these monopolies for the time being. But we may not 
amy have a Judge Barnes in the Department of Justice; we may 


not always have others that are going to keep their eyes on this monop- 
olistic evil that I think is so serious in this country. When the so- 
called heat is off, and a few years pass, then I think you will, for the 
first time, collect the real price from the American consumer that he 
is going to have to pay as a result of our doing what I think was not 
as a job as we should have on the sale of these rubber plants. 

gain, tentative though my opinion is, on the basis of the record 
so far I shall vote against this sale and urge legislation on the floor 
of the Senate that will call for new bids. 

The CHamman. Judge Barnes, would you venture an opinion about 
what you think would happen to the price of synthetics after this 
sale is consummated, if it is consummated? Do you think the price 
will go up? 

Mr. Barnes. I don’t think I am qualified to give an answer to that. 
I think that there is some significance to the fact that the previous 
sales apparently did not result in any marked increase in the price of 
synthetic rubber generally. But, frankly, I have not gone into the 
subject in sufficient detail to hazard an opinion that would be of any 
benefit here, and I would prefer not to express one. 

The Cxamman. Will the approval of this sale create a precedent 
which will make it more difficult for you to enforce the antitrust laws ! 

Mr. Barnes. I do not think so. 

The Cuammavy. Is not this case rather similar to two recent cases 
that have been before you—I velieve the proposed merger of Bethle- 
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hem and Youngstown, which involved, I believe, less than 20 percent, 
did it not—— 

Mr. Barnes. No; far more than that. 

The Cuarmman,. Well, the Schenley Industries case. What did 
that involve? 

Mr. Barnes. The best example you can give me of my inconsistency 
is the Brown Shoe case, because there there was about 214 percent 
or less. 

The Cuarrman. I am sure you are a better authority on your in- 
consistency than I am. 

Mr. Barnes. I should say alleged inconsistency—because I do not 
think it is. But there is no question that any acquisition, theoreti- 
cally, based upon the peculiar circumstances that may exist within a 
particular definable market area, within any particular industry, may 
be a tendency toward monopoly. 

The CHarrman. Judge, the Attorney General has expressed con- 
cern that the purchase of Institute by Goodrich-Gulf might tempt 
Goodrich-Gulf to send to Institute some of the 17,000 tons of butadiene 
it is supposed to sell on the open market from Port Neches. Did you 
investigate what Goodrich-Gulf is doing with the butadiene in Port 
Neches, whether it is making butadiene available to outsiders, and 
what arrangements have been made to take care of small business in 
that case? 

Mr. Barnes. We have received a representation that they were, 
within reasonable limits, respecting their obligations on the butadiene 
purchase. That is a subject of investigation that we have already 
started. In other words, we accepted someone else’s statement as 
accurate, due to the inability to come to any third-hand conclusion. 
We have, however, that subject for investigation. 

The Cuatrman. If it should result in their diverting that from 
independents to this plant, it would further complicate the question 
of competition, would it not? 

Mr. Barnes. That is right. It would further complicate the ques- 
tion. Of course, it could not be complicated very much, unless they 
violated the terms of their agreement to give a certain amount of that 
butadiene to independent fabricators. 

The Cuarrman. Well, since it is at best, I would assume, a moral 
obligation, the purchase of this plant might well give them reason to 
divert it here, because it is their own plant which needs this raw ma- 
terial. Don’t you think that is human nature? 

Mr. Barnes. I do not believe we can dismiss it as purely a moral 
obligation, with due deference to the gentlemen who have expressed 
themselves. I certainly would not characterize it as any ironclad, 
binding, legal agreement. I think we have to characterize it as some- 
thing in between. With that correction, if I may suggest it, I agree 
with your statement. | 

The Caarmman. One last observation, if it is an observation. I 
want to be Sonny Slate that your decision upon which you recom- 
mend that the sale be approved was based upon the assumption that 
this plant would remain idle. That is very clear, is it not? 

Mr. Barnzs. For a period of 3 years—that disposed of one of the 
portions of section 7. 
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The Cuarreman. So that if we take issue with your assumption that 
it would remain idle, then we might well get an entirely different 
answer and recommendation from the Department. 

Mr. Barnes. It would be a different factual situation, and it would 
be a different matter for us to decide. 

The Cuarmman. We have wandered around a great deal here. Did 
you make any statement as to what your recommendation would be 
assuming that there was an alternative purchaser? I have forgotten. 

Mr. Barnes. I stated that if the alternative purchaser was pres- 
ently a nonproducer, and satisfied the requirements of the act as 
far as the Commission was concerned, that the amount bid repre- 
sented the full fair value, we would prefer the nonpresent producer 
who was not already im the business. To that extent it would be 
a deterrent to a eeerhainasp toward monopoly rather than some slight 
aid to it. 

Senator Capenart. Just one question and I will be finished. Judge, 
is it not a fact that you are required under the law for 10 years 
to give to the Congress a report on any tendency toward monop- 
oly that may come about in this industry ? 

Mr. Barnes. The Department of Justice is required to make a 
report every year for a period of 10 years on the overall picture, 
competitive picture, within the synthetic-rubber industry. 

Senator Carrnart. Which you understand includes price goug- 
ing and a tendency to monopoly, and a violation of the contracts. 

Mr. Barnes. I am sorry to say, from the standpoint of prepar- 
ing reports, it is rather inclusive, and would cover all aspects of 
antitrust laws. 

Senator Carenart. It really would cover all aspects of everything 
we have discussed here this afternoon. 

Mr. Barnes. Within what is physically possible. 

Senator Careuarr. Are you now preparing the first report to be 
filed on May 1? 

Mr. Barnes. Yes. We hope to have a report by May 1. That 
is our target date. We have already started investigation. Now, 
T don’t want to overemphasize what we are doing here, because 
these plants were sold at the end of April. We must have some 
cutoff date as to the period which we cover. We figure that Con- 
gress certainly wants a report as soon as possible, and the soonest 
they can anticipate one on a yearly basis is May 1. That means 
our first examination and investigation as of this time will prob- 
ably cover the period from May 1 to December 31, 1955. 

Senator Capenart. In other words, the report will be for a period 
of a little less than a year. But hereafter they will be yearly re- 
ports, and they cover the entire field, and the reports are made to 
Congress. 

Mr. Barnes. That is right. 

Senator Capenarr. If Congress is not satisfied with what these 
12 or 11 companies are doing, they can amend the law or pass new 
laws. 

Senator Morse. Buy the plants back? 

Senator Carrnart. They could, I think, declare an emergency and 
do most anything they wanted to. But my point is that the Con- 
gress can amend any law or pass new laws, and that we who are 
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in favor of this act were farsighted enough to write that feature 
into the law, asking you, the Attorney General, for 10 years to give 
us an annual report. The people that bought the plants know that 
is going to happen; is that right? 

Mr. Barnes. I am sure they do, because they have already been 
contacted by the Federal Bureau of Investigation. 

Senator CaprHart. Therefore, the fears that the able Senator 
from Oregon has will be automatically brought to his attention and 
the attention of everyone. 

Senator Morse. That is the most interesting and amazing fantas 
1 have heard described yet in a hearing. Would the Senator think 
that when you get these companies so willing to plead nolle con- 
tendere in a case and take their slap on the wrist and continue with 
their wrongdoing, they are going to mind any scolding that the Sen- 
ator from Indiana or the Sonatos from Oregon gives them on the 
floor of the Senate after Judge Barnes submits his report? It is 
a mere gesture. 

Senator Carenarr. Are you saying the Attorney General will not 
give us an honest, factual report? 

Senator Morse. Not at all. But when you get through, what 
good is it? You say, “You are naughty boys and you should not 
have done this.” But you have already given them the plants, 
and unless you are willing to buy the plants back, there is noth- 
ing you can do about it. 

Mr. Barnes. May I state at this time, because I think this is a very 
opportune moment, that those additional duties, among others, the 
ones we have just discussed, imposed upon the Department of Justice, 
will require more funds, and we are asking for some $963,000 more 
this year than we have had for the last 2 years, and I sincerely hope 
that you gentlemen will use your influence among your fellow 
Congressmen. 

Senator Morsr. That ought to be taken into account, considering 
the price we got for the rubber plants. 

Senator Cargnarr. I think the Rubber Act is a good act and I 
think the Disposal Commission did an excellent job, and I think 
history will prove that those two statements are true. 

I shall vote for the disapproval of the resolution. 

The Caarrman. Mr. Reporter, I have a statement from Robert H. 
Mollohan, Democratic Representative, First District of West Virginia, 
which T wish to insert in the record. 

(The statement referred to follows:) 


STATEMENT OF Ropert H. MOLLOHAN, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF WEST VIRGINIA 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to present my views in support of the sale of the synthetic-rubber plant at 
Institute, W. Va., to Goodrich-Gulf Chemicals, Inc. 

There appears to be no disagreement to the proposal that this plant be sold 
by the Government. An increase in the production of synthetic rubber is highly 
desirable. Of equal importance is the creation of employment for 700 or more 
persons in the Charleston area. This is a matter of great concern to the people 
of my State. We have heard much of the great expansion of industry—of 
increasing opportunities for employment. Unfortunately West Virginia has 
not shared equally with other areas in this growth. The Charleston area is 
presently classified by the Department of Labor as having a substantial surplus 


on Your determination in this case cannot ignore the economic health of 
S$ area, 
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Approval of this sale, I understand, hinges on a determination as to whether 
the sale violates the antitrust statutes, and also if it will encourage competition 
in the synthetic-rubber industry. 

In this connection, I wish to emphasize certain aspects of this proposed 
sale to Goodrich-Gulf: 

1. Continuation of the Institute plant in standby will only serve to limit 
the supply of synthetic rubber and thereby contribute to the present short 
supply. 

2. None of the other bids would have enabled the Government to obtain 
full fair value for the plant. The nearest bid was approximately one-half of 
Goodrich-Gulf’s. 

3. If this plant is not sold to Goodrich-Gulf, they will expand their present 
facilities in Texas and become as large a producer as they would through 
purchase of the Institute plant. 

4. Goodrich-Gulf even with the Institute plant will have less than 20 percent 
of the industry’s production—approximately the same position enjoyed by Fire- 
stone when Congress approved the original sale of synthetic rubber plants. 

5. The rapid growth of the synthetic rubber industry will result in constant 
changes in the relative positions of producers in the industry. 

6. Goodrich-Gulf has committed a larger share—73 percent of the Institute 
plant capacity—to small business than any of the other bidders. 

In view of the foregoing, I can see no legitimate objection to approval of the 
sale of the Institute plant to Goodrich-Gulf Chemicals. It will mean immediate 
employment for several hundred people in an area now suffering from unemploy- 
ment. It will mean an additional source of synthetic rubber to overcome the 
present short supply for rubber fabricators. 

I sincerely hope that this committee will act favorably on the sale of the 
Institute plant to Goodrich-Gulf Chemicals. 


The Cuarrman. I also have two briefs sent to me from the office of 
Blalock, Lohman & Kliewer, and Covington & Burling, which I wish 
to insert in the record at this point. 

(The material referred to follows:) 


BLALocK, LOHMAN & KLIEWER, 
Houston, Tewx., January 28, 1956. 
Re disposal of Government-owned synthetic rubber plant at Institute, W. Va. 
Hon. J. W. FuLsrient, 
Chairman, Senate Banking and Currency Committee. 
Senate Office Building, Washington, 25, D.C. 

Dear SENATOR FuLBRIGHT: It is our understanding that the Senate Banking 
and Currency Committee proposes to hold a hearing with respect to the recom- 
mendation by the Rubber Producing Facilities Disposal Commission that the 
Government-owned synthetic rubber plant at Institute, W. Va., be sold to Good- 
rich-Gulf Chemicals, Inc. 

We further understand that you have offered Senate Resolution 197 recom- 
mending that such sale be disapproved. 

We represent Mr. Edwin W. Pauley of Los Angeles, Calif., who submitted a 
bid for this plant. Upon his behalf we submit reasons why, in Mr. Pauley’s 
opinion, the proposed sale should not be approved by the Congress. 

We are attaching hereto an opinion of the law firm of Covington & Burling, 
of Washington, D. C., that the proposed sale to Goodrich-Gulf is inconsistent 
with the provisions against monopoly to be found in the Rubber Producing Facili- 
ties Disposal Act of 1953. 

Goodrich-Gulf is owned 50 percent by B. F. Goodrich Co. and 50 percent by 
Gulf Oil Corp. It has already acquired the Government’s synthetic-rubber plant 
at Port Neches, Tex., and has a half interest in the Government butadiene 
facility at that same location. It is the third largest producer of synthetic 
rubber on the basis of its Port Neches plant alone. If the Institute plant, the 
largest in the country, is acquired by it, as the Rubber Producing Facilities 
Disposal Commission now proposes, Goodrich-Gulf will become by a wide margin 
the largest synthetic-rubber producer in the country. Its percent of the total 
capacity of the industry will be 25.2 percent. And the four great interests— 
Goodrich-Gulf, Firestone, Goodyear, and the United States rubber group—will 
comprise 66.5 percent of the total industry capacity. (See the Commission’s re- 
port to Congress on the Institute plant, Janunry 1956, p. 19.) Even if various 
announcements concerning prospective increases in the capacity of other pro- 





DISPOSAL OF INSTITUTE, W. VA., RUBBER PLANT 107 


dueers are ultimately carried out, Goodrich-Gulf would still represent 20 per- 
cent of the total capacity and the aforesaid big four interest would still repre- 
sent 63.9 percent of the entire industry (ibid., p. 13). 

It is not surprising, therefore, that the Attorney General originally advised 
the Commission that a sale of the Institute plant to Goodrich-Gulf would be in 
violation of the applicable statute. The Attorney General himself states: 

“Throughout the negotiating period provided by the act the Commission con- 
sulted with representatives of this Department in order to secure guidance as 
to the type of disposal program which would best foster the development of a 
free competitive synthetic-rubber industry. Prior to the Commission’s decision 
to sell the Institute plant to Goodrich-Gulf, we advised the Commission that a 
sale of that plant to Goodrich-Gulf or to Goodyear Synthetic Rubber Corp. would 
not best foster the development of a free competitive synthetic-rubber industry, 
since such disposal would add significantly to the substantial position presently 
held by these companies in the field of synthetic rubber. We pointed out that 
other eligible bidders for the Institute plant are not presently engaged in the 
manufacture of synthetic rubber and that a sale of Institute ‘to firms not 
presently engaged in synthetic-rubber production would not only broaden the 
base of competition but also afford greater assurance to small business’ of an 
adequate supply of synthetic rubber in a period of existing and anticipated 
shortage of both natural and synthetic rubber” (ibid., p.19). [Emphasis added.] 

Despite this clear and unambiguous admonition by the Attorney General, the 
Commission proceeded to do exactly what the Attorney General had told them, 
in effect, was in violation of the spirit and letter of the act. It approved the sale 
of this plant to Goodrich-Gulf. 

The only justification advanced by the Commission for this extraordinary 
course was that Goodrich-Gulf had bid $11 million, and that the next highest 
bidder, which was Mr. Pauley, did not offer a price which, it said, would cover 
the “full fair value” of the plant. Mr. Pauley’s bid was $5,800,000. It is made 
quite clear in the Commission’s report (p. 11), that the only reason for rejecting 
Mr. Pauley’s bid and accepting the proposal of Goodrich-Gulf previously dis- 
approved by the Attorney General was the Commission’s determination that Mr. 
Pauley’s bid did not constitute “full fair value.” 

Faced with this situation, the Attorney General reversed himself, after the 
Commission entered into its contract with Goodrich-Gulf, and made a finding 
approving the sale to Goodrich-Gulf. But he did so on the very narrow ground 
that the only alternative was that the Institute plant would have to be left 
in standby and could not be sold at all. Even on this point he relied entirely on 
the Commission’s determination, making no determination of his own. He 
stated : 

“* * * T do not undertake to evaluate the validity of the Commission’s con- 
clusion that the sale of Institute must be either to Goodrich-Gulf or not at all. 
I therefore accept the Commission’s determination on this point. In these 
premises it is my view that the development of a free competitive synthetic- 
rubber industry would be better fostered by bringing this plant into active 
competitive production rather than to allow it to lie fallow. * * *” (Commission 
report, p. 20). 

Obviously this plant should not be disposed of to Mr. Pauley, or any other 
bidder, unless the price is fair. And Mr. Pauley is not seeking, does not want, 
and would not accept, a Government subsidy. 

However, the mere fact that one of the giants in the industry is willing to 
pay a large sum for this facility, and to exceed Mr. Pauley’s bid by nearly 100 
percent, does not prove that Mr. Pauley’s bid is less than fair value. 

In view of the obvious danger that disposal of the largest synthetic-rubber 
plant in the country will militate against the best development of a freely com- 
petitive industry, it is urged that this committee carefully investigate the basis 
for the Commission’s determination that Mr. Pauley’s bid is less than fair value. 
In order to assist the committee in this inquiry, we present the following 
observations : 

In the first place, a careful reading of the Commission’s report will disclose 
that it nowhere made any finding as to what the fair vaiue of the Institute plant 
is in fact. The only finding it made was the negative finding that Mr. Pauley’s 
bid of $5,800,000 was less than “fair value.” 

The nearest the Commission came to suggesting what fair value would be 
is the statement in its circular to bidders of December 13, 1955, that— 

“It is the present view of the Commission that it is unwilling to recommend 


to the Congress any sale of the proposed facility for less than a price of 
$9,500,000 * * *” (Commission report, pp. 9, 14). 
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It is perfectly obvious that this statement by the Commission merely reflected 
the fact that in the bids filed with it 3 weeks earlier on November 21 Goodrich- 
Gulf had bid $9,500,000 (Commission report, p. 10). We repeat: The bid of a 
monopolist does not and cannot establish fair value. 

Mr. Pauley’s bid was carefully determined. Although he is now engaged 
in the manufacture of synthetic rubber, for several years he participated in its 
manufacture at the copolymer plant at Torrance, Calif., while that plant was 
still under Government ownership. Thus he is not unfamiliar with the problems 
of manufacture. Prior to bidding on the Institute plant, he retained the engineer- 
ing firm of Purvin & Gertz, of Dallas, Tex., to appraise the Institute facility 
and to advise him as to its fair value. This firm enjoys an excellent reputation 
and has had long experience in the rubber and chemical industry. That firm 
inspected the Institute facilities on November 4 and 5, 1955, and thereafter, in 
the light of such inspection, made a careful evaluation, taking into account 
available market for synthetic rubber, the cost of raw material at the Institute 
location, and the expenditures that would be necessary to put the Institute 
plant into proper condition. Thereupon Purvin & Gertz adivsed Mr. Pauley 
that a fair value of the plant would be approximately $3 million. 

That this advice provided a reasonable guide was confirmed by other inquiries 
and investigations made by Mr. Pauley before he submitted his final bid. And 
now the publication of the Commission’s report, setting forth the estimates 
of value made by the various other bidders for the Institute plant brings out 
still further justification for Mr. Pauley’s conclusion. Even the Goodyear 
interests, with all their financial resources, valued the plant at only $2 million 
(Commission report, pp. 12A, 16A). And the committee’s attention is especially 
invited to the full discussion of the value of this plant which appears in the 
memorandum to the Commssion submitted by United Rubber & Chemical Co, in 
support of its bid of $4 million (ibid., pp. 29A, 32A-33A). That company not 
only is engaged in synthetic-rubber manufacture, but its executive offices are 
located only 10 miles from the Institute plant so that it is especially well 
acquainted with the facts (ibid., p. 833A). 

Additional support for the reasonableness of Mr. Pauley’s bid is found in 
the fact that when the Institute plant was originally offered for sale there were 
no bidders. In reporting on that fact the Commission told the Congress: 

“The Commission did not receive a bid for the plant at Institute, W. Va., 
nor was it able to interest any bidder in this facility during negotiations, despite 
continuous efforts to do so. The principal drawbacks to this facility are that 
it has no equipment to make cold rubber, and it has no adjoining facilities 
for the manufacture of butadiene. Industry engineers have also cited its 
crowded compactness on relatively small areas as an explosion hazard. About 
a year ago an explosion at a neighboring plant did damage the Government 
plant. . 

“Industry also regards the plant as a ‘high-cost producer’ and unable to 
compete with other plants more favorably located. The Government has been 
aware of these facts, as evidenced by the fact that the plant has been in standby 
since September 16, 1953. It has not operated since the Korean crisis passed” 
(Commission report of January 1955, p. 21). 

That the Institute plant is at best a marginal economic unit is further evi- 
denced by the fact that the Government itself placed it on standby in November 
1947, until the Korean crisis when, in January 1951 it was reactivated—but only 
for the period of the Korean war (Commission report on the Institute plant, 
p. 382A). 

The mere fact that the Goodrich-Gulf interests are willing to bid more for 
this plant should not be regarded as evidence of a higher value in any sense. 
Interests which are reaching for a monopolistic position often are willing to pay 
a price therefor. In fact, Goodrich-Gulf is deeply entrenched in the synthetic 
rubber industry and can well afford to pay almost any price to aggrandize its 
power. One of its parent companies, Gulf, is one of the largest producers of 
petroleum. It itself owns a half interest in a large butadiene plant, which 
gives it a great advantage over an independent company in getting raw material 
for synthetic-rubber manufacture, and it proposes to make use of that source 
(Commission report, pp. 20, 8A). Another of its parent companies, Goodrich, 
is one of the greatest rubber fabricators, holding a position of enormous power 
thereby. And its two parents, which have a close relationship affecting the 
sale of tires through the Gulf service stations (Commission report, p. TA) 
are in a position to enjoy very great advantages in the marketing of rubber 
products to the ultimate consumer. Indeed a comparable relationship between 
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Goodrich and another oil company h: ae just led the Federal Trade Commission 
to file a complaint against them (F. T. C. Docket No. 6485, January 13, 1956). 

In these circumstances, we submit 8 the committee should carefully seruti- 
nize the basis for the Commission’s determination that Mr. Pauley’s bid was less 
than fair value—which was the only reason it approved this sale and which, 
n turn, was the only reason that the Attorney General reversed himself and 
gave his very qualified and reluctant approval. We suggest that there is rea- 
son to believe that the Commission was unduly swayed by the willingness of a 
great rubber combine to bid a monopolistic price and so to exclude from this 
new industry the future competition of a new, vigorous, and independent 
interest. 

Mr. Pauley respectfully submits that, if this committee finds that his bid of 
$5,800,000 represents the true “full fair value” of the plant; his bid should have 
been accepted. If, on the other hand, the committee finds that $5,800,000 is sub- 
stantially less than the “full fair value” of the plant, then the Commission should 
be required to readvertise the plant for sale at a price not less than the “full 
fair value” to those purchasers who will best promote “a free, competitive, syn- 
thetic rubber industry.” In either case Senator Fulbright’s resolution (S. Res. 
179) should be adopted. 

Respectfully submitted. 

BLaALock, LOHMAN & KLIEWER, 
(Signed) Jack B. BLALock 
(For Edwin W. Pauley by his attorneys). 
Covincton & BuRLING, 
Washington, D. C., January 30, 1956. 
Mr. Epwin W. PAULEY, 
Los Angeles, Calif. 


Dear Str: This is in response to your request for our opinion with respect 
to certain aspects of a proposed sale of a synthetic rubber plant located at In- 
stitute, W. Va., by the United States to Goodrich-Gulf Chemicals, Inc., under a 
contract approved by the Rubber Producing Facilities Disposal Commission. 

The statute governing the sale is the Rubber Producing Facilities Disposal Act 
of 1953, as amended. Section 3 (d) requires the Attorney General to state 
whether in his opinion the proposed sale “will violate the antitrust laws.” In 
addition, under section 3 (c), the Attorney General is charged with the responsi- 
bility of advising the RPFD Commission “as to the type of disposal program 
which would best foster the development of a free competitive synthetic-rub- 
ber industry.” Under section 9 (a) (4), the Attorney General must make find- 
ings approving proposed disposals in accordance with the standards of section 
3 (c). 

By letter dated January 4, 1956, the Attorney General has stated that the 
proposed sale would not in his opinion violate the antitrust laws, and on the 
same date made findings approving the proposed sale. 

Specifically, you have asked: 

(1) Whether the Attorney General could consistently and validly find the 
proposed sale not in violation of the antitrust laws in view of the statement in 
his letter of January 4, 1956, that, if the sale of the Institute plant to Goodrich- 
Gulf Chemicals, Inc., were a ‘priv ate transaction instead of a sale by the Govern- 
ment, he would probably seek to enjoin it pending the determination of its 
legality under section 7 of the Clayton Act; 

(2) Whether the Attorney General could consistently and validly make find- 
ings that the proposed sale is in conformity with the standards of section 3 (c) of 
the act in view of the fact that when the sale was being negotiated precisely the 
opposite advise was given to the RPFD Commission by the Attorney General. 

Before dealing with the substantive legal issues raised by your first question, 
a sharp distinction should be noted between the Attorney General’s opinion on 
whether the proposed sale would violate the Sherman Act and his opinion as to 
section 7 of the Clayton Act which prohibits intercorporate acquisitions of prop- 
erty that may result in a substantial lessening of competition or tend to create a 
monopoly. 

With respect to the Sherman Act, the Attorney General concluded that Good- 
rich-Guif’s industry position after the proposed sale would not, in the light of two 
court decisions, constitute a violation. 
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In dealing with the Clayton Act, however, the Attorney General’s opinion was 
by no means so clearcut. He points out that section 7 of the Clayton Act, as 
amended in 1950, was clearly intended “to prevent in its incipiency” the growth 
of monopolies. But then he notes that there is a question whether section 7 
should apply to sales by the Federal Government. (It is implicit from his opinion 
that this question arises because section 7 of the Clayton Act deals only with 
transactions between corporations.) Next he says that the RPFD Commission 
had advised him that if he disapproved the sale no recommendation for disposal of 
the Institute plant could be submitted to Congress. He then notes that there is 
no judicial precedent as to whether section 7 of the Clayon Act is applicable to a 
Government sale. Thereupon, after stating that if this were a private trans- 
action, rather than a sale by the Government, he would probably request that it 
be enjoined pending determination of its legality, he concludes that: 

“* * * to permit the Congress to have the final determination, as the law 
anticipates, I * * * am willing to, and do, express the opinion that the proposed 
disposal of the Institute plant to Goodrich-Gulf would not violate section 7 of 
the Clayton Act.” 

Thus, the Attorney General’s opinion carefully avoids any statement to the 
effect that the proposed sale is consistent with the standard of section 7 of the 
Clayton Act prohibiting acquisitions which “tend to creat a monopoly.” His 
opinion simply raises the question whether Congress intended section 7 to apply 
to sales by the Government and then approves the sale for the sole purpose of 
permitting “Congress to have the final determination.” His letter, in reality, 
does not rule on the question he raises but amounts merely to a means for referring 
the question to Congress. 

The unanswered question of the applicability of the standard of section 7 of 
the Clayton Act to the proposed sale to Goodrich-Gulf is of cardinal importance, 
If the section 7 standard is applicable, it is clear from the Attorney General’s 
opinion letter that he would not approve the sale. This conclusion necessarily 
follows from the Attorney General’s statement that, were this is a private trans- 
action, he would probably seek to enjoin it under section 7. Obviously, the 
Attorney General would not proceed in the courts under section 7 unless he 
believed the acquistion in question to be unlawful. That the Attorney General 
would so regard the acquisition is hardly open to doubt in view of his action and 
statements in other similar situations. See, e. g., complaint in U. S. v. Schenley 
Industries (Civ. No. 1686, U. 8. D. C., Del.), where the Government attacks an 
acquisition which results in securing 20.5 percent of total industry capacity ; and 
see address by the Attorney General before the Small Business Administration 
National Council of Consultants, July 14, 1955, discussing the refusal of the 
Department of Justice to approve a proposed merger between Bethlehem and 
Youngstown-steel companies which would have resulted in a company with less 
than 20 percent of the capacity of the steel industry. 

If the standard of section 7 of the Clayton Act condemns the sale here in 
question it is no answer to that question to raise doubts as to whether section 7 
applies to transactions by the Government. For, as the ensuing discussion will 
bring out, Congress intended that disposals under the RPFD Act must comply 
with the standard of section 7 even though, technically, section 7 would not apply 
thereto because they involve Government sales. 

Senator Kefauver, one of the proponents of the act when it was being con- 
sidered by the Senate, urged the view that the Clayton Act would not apply to 
a Government sale when he unsuccessfully advocated an amendment he had pro- 
posed. (See 99 Congressional Record 9382-9383.) The Senator’s view appar- 
ently was not shared for his proposed amendment was defeated without any dis- 
cussion whatever. 

It is not surprising that no one undertook to debate Senator Kefauver’s view 
since section 3 (e) of the RPFD Act expressly defined the term “antitrust laws” 
to include the Clayton Act, as amended. Inasmuch as section 7 is the only pro- 
vision of the Clayton Act that could have any bearing on acquisition of the 
plants to be disposed of under the act, it is reasonably clear that Congress 
desired section 7 standards to be considered by the Attorney General. There 
would have been no reason, otherwise, to include the Clayton Act within the 
definition of “antitrust laws.” 

The legislative history of the act squarely supports this conclusion. Both sec- 
tions 3 (d) and 3 (e) were ineluded in the act as a single amendment sponsored 
by Senator Maybank. Senator Capehart, who was in charge of the bill on the 
floor of the Senate, stated that the amendment was unobjectionable (99 Congres- 
sional Record 9373 (1953) ) and almost immediately after its passage said : 
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“Under the terms of the bill a Commission is to be established. All the pos- 
sible safeguards are to be thrown around the transaction. A competitive market 
must be established and the antitrust laws must not be violated. Nothing must 
be done which would tend to create a monopoly.” [Hmphasis added.] (99 
Congressional Record 9373 (1953) .) 

It is highly significant that the underscored words of Senator Capehart are 
verbatim the language of section 7 of the Clayton Act. Senator Capehart 
would hardly have used such language if the sponsors of the bill thought that 
the antimonopoly standard of section 7 was not to be applied by the Attorney 
General. 

Moreover, the legislative history of the act is replete with indications that 
Congress was so deeply concerned with the problem of free competition and 
monopoly in the rubber industry that it desired even more diffusion of control 
in this industry than would be required by the antitrust laws. (See S. Rept. 
No. 579, pp. 8-9, 838d Cong., Ist sess. (1953) ; H. Rept. No. 593, p. 16, 83d Cong., 
ist sess. (1953).) Against this background, it is doubly clear that, at the very 
minimum, Congress intended the standards of section 7 of the Clayton Act to 
be applied to acquisitions under the RPFD Act. 

In 1950 the scope of section 7 of the Clayton Act was substantially broadened 
by an amendment which was explicitly designed to check economic concentration 
before it had reached the point of violation of the Sherman Act. (See H. Rept. 
No. 1191, pp. 2-6, 8, 8ist Cong., Ist sess. (1949) ; S. Rept. No. 1775, pp. 3-6, 8ist 
Cong., 2d sess. (1950)). The Clayton Act thus became a keystone in the efforts 
of Congress to assure more widespread dispersion of economic control. It 
would therefore be paradoxical indeed for Congress to have intended that the 
standards of the Clayton Act be ignored while at the same time wishing to 
attain even more diffuse control in the rubber industry than would be required 
under the antitrust laws. (This intent was reflected in sec. 17 (3) of the 
RPFD Act which established as one of the criteria for consideration by the 
RPFD Commission in recommending a sale that “unreasonable control over the 
manufacture of synthetic rubber” should not be permitted. It is difficult to 
understand how the Commission could have concluded that a sale to Goodrich- 
Gulf would be consistent with sec. 17 (3) in view of the Attorney General’s 
statement that, if the sale were private, he would probably seek to enjoin it 
under sec. 7 of the Clayton Act.) 

For the foregoing reasons, it is our opinion that Congress intended the 
standards of section 7 of the Clayton Act to be applied by the Attorney General 
in rendering his antitrust opinion as called for by section 3 (d) of the RPFD 
Act. It follows that the Attorney General’s letter of January 4, 1956, is based 
upon a misconception of the intent of Congress. (We need express no opinion 
as to whether section 7 is applicable to this transaction, even technically, in 
view of the relationship between the Institute plant and the Federal Facilities 
Corporation—a corporation. ) 

We turn now to your second question. The Attorney General’s findings 
required by section 9 (a) (4) of the act reveal that his approval of the proposed 
sale under section 3 (c) after previously advising the RPFD Commission to the 
contrary was based on “the Commission’s conclusion that the sale of Institute 
must be either to Goodrich-Gulf or not at all.” On this assumption, the 
validity of which the Attorney General expressly did not undertake to evaluate, 
it was his view “that the development of a free competitive synthetic rubber 
industry would be better (sees. 3 (c) and 9 (a) (4) of the act require the 
Attorney General to find that a sale would ‘best foster’—not better foster—a 
free competitive industry) fostered by bringing [Institute] into active com- 
petition rather than to allow it to lie fallow.” 

The validity of the Commission’s assumption which was thus accepted by 
the Attorney General is open to serious question. The assumption is doubtless 
based on the time limitations of the statue authorizing sale of the plant. As 
a practical matter, however, the question whether the only alternative to a 
sale of Goodrich-Gulf is no sale at all, is entirely within the control of Con- 
cress. When the RPFD Commission completed the first group of negotiations 
under the act, no sale was recommended with respect to the plant at Baytown, 
Tex., and ne offer had been received for Institute. At that time, it could have 
a said, just as the Commission now asserts, that those plants would not be 

Events, however, proved otherwise. Congress promptly enacted special legis- 
lation to permit the sale of the Baytown plant. Public Law 19; 84th Congress, 
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ist session (1955). And it was sold. Likewise, Congress enacted special legis- 
lation to permit the sale of the Institute plant. Public Law 336, 84th Congress, 
ist session (1955). 

Quite apart from the validity of the Commission’s conclusions, however, it 
appears to us that the Attorney General’s reasoning is not consistent with 
the intent of Congress. For his position necessarily rests on the argument— 
which, indeed, he makes virtually explicit—that a sale monopolistic in char- 
acter is permissible where no other sale could be made under the act. 

But Congress intended nothing of the sort. The RPFD Commission in this 
very case has said, in effect, that the act requires that there be no sale unless 
the price reflects fair value. By exactly the same reasoning, the act requires 
that there be no sale unless it will best foster competitive conditions and will 
not permit any person to “possess unreasonable control.” Compare sections 
17 (5) with 17 (3), 2, and 3 (c). This was made abundantly clear by Senator 
Capehart when he stated, during the course of the debate on the RPFD Act: 

“* * * The bill does not require that the plant go to the highest bidder. The 
primary purpose, in addition to the purpose of having a fair price paid, is to 
provide for competitive industry. The Commission will not be required to sell 
to the highest bidder if it were convinced and could convince the Congress, that 
by selling to the highest bidder, open competitive industry would be preserved or 
established * * *” (99 Congressional Record 9356 (1953) ). 

It seems to us to follow, therefore, that a sale otherwise contrary to the act 
because of its monopolistic features cannot become proper under the act simply 
because of the failure of other bids to reflect fair value (if that were the fact.) 
Congress certainly no more meant to countenance a sale tending to monopoly than 
it meant to countenance a sale at a price below fair value. 

Respectfully submitted. 

CovineTton & BURLING. 
By Howarp C. WESTWoop. 


The Cuamman. Have you had any difficulty, or do these companies 
very freely give you all the information that you ask for? 

Mr. Barnes. In this particular investigation I do not want to be 
committed to saying that they do, because we really have not had 
enough time to find out. There again, I think it would be admirable 
if you gentlemen could aid in the passage of what the Attorney General 
has requested, namely, a civil investigative demand that will require 
by process the production of documents when the Attorney General 
wants them, something he cannot do now without the aid of a grand 
jury. And 1 commend that piece of litigation to your attention. 

The CuatrMan. That proposal has not been made to this committee. 

Mr. Barnes. Made to the Judiciary Committee, last session. 

The Cuamman. We will give that very sympathetic consideration. 
Is there anything else? If not, the committee will recess until tomor- 
row morning at 10 o’clock. 


(Whereupon, at 5 p. m., the committee recessed until 10 a. m., Thurs- 
day, February 2, 1956.) 
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THURSDAY, FEBRUARY 2, 1956 


UNITED STATES SENATE, 
CoMMITTEE ON BANKING AND CURRENCY, 
Washington, D.C. 

The committee met, pursuant to recess, in room 301, Senate Office 
Building, at 10:05 a. m., Senator J. W. Fulbright (chairman) pre- 
siding. 

Present : Senators Fulbright, Frear, Lehman, Capehart, and Bricker. 

The CHarRMAN. The committee will come to order. 

The first witness this morning is Hon. John W. Gwynne, Chairman 
of the Federal Trade Commission. 

You have a prepared statement, Mr. Gwynne? 

Mr. Gwynne. Yes, I do; and I have distributed some copies. 

The Cuarrman. All right. You may proceed. 

Mr. Gwynne. Very well. 


STATEMENT OF JOHN W. GWYNNE, CHAIRMAN, ACCOMPANIED 
BY JOSEPH SHEEHY, DIRECTOR, BUREAU OF LITIGATION, FED- 
ERAL TRADE COMMISSION 


Mr. Gywnne. Mr. Chairman, [ am appearing before you today 
at the request of the chairman to discuss the Bi sale of the 


synthetic rubber plant at Institute, W. Va., to Gooc 
icals, Ine, 

Your chairman has indicated that the views of the Federal Trade 
Commision are relevant at this time since the Commission on January 
11, 1956, issued a joint complaint charging the B. F. Goodrich Co. 
and the Texas Co. with violation of the Federal Trade Commission 
Act. 

At the same time similar joint complaints were issued against the 
Firestone Tire & Rubber Co. and the Shell Oil Co., and against the 
Goodyear Tire & Rubber Co. and the Atlantic Refining Co. 

In order that you might better understand the nature of these com- 
plaints, I would like to review briefly the events which led to their 
issuance, 

The Federal Trade Commission made an investigation into the 
purchasing, selling, and resale distribution practices of the major 
rubber companies. Part of the investigation was concerned with 
the sale by the rubber companies of tires, batteries, and automobile 
accessories (known as TBA products) to operators of filling stations, 
all of whom purchase petroleum products from marketing oil com- 
panies. By agreement, the rubber companies pay the oil companies 
a commission, or override, of 5 to 10 percent depending upon the 
product and upon customer classification. This payment is in con- 
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sideration for the cooperation and assistance to the rubber companies 
in making sales of TBA products to both contract and leased stations 
of the oil companies. 

Mr. Joseph Sheehy, the Director of the Bureau of Litigation of the 
Federal Trade Commission, explained the override commission plan 
before Subcommittee No. 5 of the House Small Business Committee 
on April 26, 1955. I quote from his statement: 


The majority of oil companies investigated have such commission arrange- 
ments with 2 tire companies, and in 1 instance the oil company also purchases 
TBA products and resells them to its stations. The tire companies investigated 
have such commission arrangements with many marketing oil companies, both 
regional and national. 

An oil company, having the commission arrangement with a tire company, 
keeps the tire company informed as to the identity of its leased and contract 
stations so that they may be approached as potential customers of the tire 
company for TBA products. Thereafter, the filling station, when approved by 
the tire company, is contacted by salesmen of the tire company and the oil 
company. If the station decides to buy the tire company’s TBA products, it is 
assigned a supply point where it must purchase them. The supply point may 
be a tire company store, district office, wholesaler, or an oil company dealer 
operating as a tire company wholesaler. The designated supply point accepts 
orders secured by its salesmen or those of the tire or oil companies, delivers 
the goods, and bills and collects from the filling station. Periodically the tire 
company reports to the oil company, setting forth the names of the filling sta- 
tions and their net purchases of TBA products from the tire company as 
reported by its various supply points. The total sales as shown by these reports 
are the basis for computing the commission paid the oil company. 

In addition to identifying filling stations as potential TBA customers, the oil 
companies are paid the override commission for encouraging the filling station 
operators to continue handling the sponsored TBA products, soliciting orders 
therefor, and engaging in various other activities to promote the sponsored 
lines. 

The leases existing between the oil companies and their leased stations pro- 
vide, among other things, for a 1-year term and, thereafter, from year to year, 
subject to termination by either party at the end of any year on 10 to 30 days’ 
prior written notice. In some leases, if, at the expiration of the term, the 
lessee holds over with the express or implied consent of the lessor, the tenancy 
of the lessee thereafter is from month to month only. In addition, it is gen- 
erally provided in the lease agreements that the oil company may terminate 
the lease at any time without prior notice upon breach by the lessee of any 
of the terms of the lease which typically include provisions with respect to 
the care and operation of the station. There are various methods by which 
rental is determinated, among which are specified rates per gallon of gasoline 
delivered, flat rentals, and flat rentals plus percentages of gross receipts from 
sales of certain products, including TBA. 

Besides the leases there are also sales agreements as to petroleum products 
between oil companies and their leased stations. There are also such sales 
agreements between the oil companies and their contract stations. Such sales 
—— set forth the quantities, prices, and other conditions of sale of such 
products. 

The oil companies have declared in printed literature that it is their policy 
not to require exclusive dealing with the tire companies by their stations. Some 
of the oil companies promote the TBA porducts of, and receive a commission 
from, more than one tire company. One relatively small regional oil company 
purchases and resells TBA products of two tire companies under override 
agreements. 

The stations neither authorized nor requested the oil company to find for 
them or to commit them to, a source of supply for TBA products. The regular 
dealer prices are paid by the stations and they do not receive any part of the 
overriding commissions. 

Nevertheless, substantial sales are made each year by tire companies to filling 
stations of TBA products and, based upon such sales, substantial commission 
overrides are paid each year by the tire companies to the various oil companies. 
For example, in an 18-month period the combined sales of 2 tire companies to 
the stations of a single oil company amounted to more than $56 million, and 
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the combined override paid thereon to the oil company amounted to almost $5 
wirieus submitted by some the investigated companies indicate the number 
of filling stations buying sponsored TBA products and the degree of exclusivity, 
separately, as to tires, batteries, and accessories. A high percentage of leased 
stations handle the sponsored TBA products to some degree. For example, 
approximately 90 percent of the leased stations of 1 oil company purchased 
sponsored TBA products. The degree of exclusivity varies with the product. 
It is highest on the tire lines (perhaps from 75 to 90 percent), substantially 
lower on the battery lines (perhaps from 45 to 50 percent) and almost negligible 
on the accessory line (perhaps as low as 3 percent). 

As distinguished from leased stations, a smaller proportion of contract stations 
handle the sponsored TBA lines to some degree. For example, and with respect 
to the oil company referred to above, only 15 percent of its contract stations 
handled the sponsored TBA products. As to these stations there is a con- 
siderably lower degree of exclusivity. 

As a result of the Federal Trade Commission investigation, com- 
plaints were issued charging the companies with restraint of com- 
petition in the sale of tires, batteries, and accessories. The complaints 
allege that competitors of the rubber companies were foreclosed from 
the service station markets involved, that station operators and dis- 
tributors are deprived of the freedom of choice and that consumers 
are deprived of the benefits of free competition. fins) 

Specifically, the B. F. Goodrich Co. entered into similar type con- 
tracts with Jainy Manufacturing Co., Shell-American Oil Co., Con- 
tinental Oil Co., Ohio Oil Co., and the Emblem Oil Co. as well as the 
Texas Co. The complaint charges that Goodrich has been and is 
increasingly successful in selling its TBA products to the service- 
station market controlled by oil companies, having increased its sales 
from $5,500,000 in 1946 to more than $16,500,000 in 1952. 

The complaints in each of the above-mentioned suits charge the 
agreements are to the prejudice of the public, have a dangerous 
tendency to and have unduly frustrated, hindered, suppressed, 
lessened, restrained, and eliminated competition in the sale of TBA 
products in commerce. 

Prior to 1946, Goodrich had a similar commission agreement with 
the Gulf Oil Co. However, during 1946 Gulf entered into a contract 
with Goodrich whereby Goodrich manufactured a private-brand tire 
under the trade name Gulf for the Gulf Oil Co. These Gulf tires are 
distributed through Gulf service-station outlets. Since Gulf Oil Co. 
sells its own brand tires, it is not engaged in any commission or over- 
ride plan with any tire company. 

The private-brand tire was not made a part of this investigation. 
Therefore, we have no facts as to the competitive position of the Gulf 
brand of tire. 

The TBA complaint against Goodrich and the Texas Co. charges 
that certain practices of these corporations constitute unfair methods 
of competition and unfair acts and practices in commerce in violation 
of section 5 of the Federal Trade Commission Act. The complaint 
was filed without reference to the proposed acquisition by Goodrich- 
Gulf Chemicals, Inc., of the synthetic-rubber plant at Institute, 
W. Va. The investigation upon which the complaint was based did 
not develop any information as to the probable competitive effect of 
the proposed purchase. 

at concludes the statement. I would like, Mr. Chairman, if 
agreeable, to insert in the record this statement. 
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The Cuarrman. Yes, it will be in the record as you have read it. 

Mr. Gwynne. And also, if the committee wishes, I have here a copy 
of the complaint in the matter of B. F. Goodrich and the Texas Co,, 
which I would be glad to include if the committee desires it. 

The Cuamman. Yes, I think that would be interesting to have it 
included in the record. 

(The complaint referred to follows :) 


UNrrep STATES OF AMERICA BEFORE FEDERAL TRADE COMMISSION 
DOCKET NO. 6485 


IN THE MATTER OF THE B. F. GooprRicH COMPANY, AND THE TEXAS COMPANY, 
CORPORATIONS 


COMPLAINT 


Pursuant to the provisions of the Federal Trade Commission Act, and by 
virtue of the authority vested in it by said Act, the Federal Trade Commission, 
having reason to believe that The B. F. Goodrich Company, and The Texas 
Company, hereinafter referred to as respondents, have violated the provisions of 
Section 5 of the Federal Trade Commission Act (U. 8, C. Title 15, Section 45), 
and it appearing to the Commission that a proceeding by it in respect thereof 
would be in the public interest, hereby issues its complaint stating its charges as 
follows: 

PARAGRAPH ONE. Respondent, The B. F. Goodrich Company, hereinafter 
sometimes referred to as “Goodrich” is a corporation organized, existing, and 
doing business under the laws of the State of New York, with its principal office 
and place of business located at 500 Main Street, Akron, Ohio. 

Respondent, The Texas Company, sometimes hereinafter referred to as 
“Texas” is a corporation organized, existing and doing business under the laws 
of tne State of Delaware with its principal office and place of business located 
at 155 East 42nd Street, New York 17, New York. 

PARAGRAPH Two. Goodrich, one of the four leading manufacturers of rubber 
products in the United States, is engaged in the manufacture and sale of a 
great variety of rubber and associated products, including tires and inner tubes. 
It is also engaged in the purchase, resale, and distribution of batteries, automo- 
tive parts and accessories and other items referred to as Car and Home Mer- 
chandise. Goodrich sells its various products directly to the consuming public 
through more than 500 company owned and operated retail outlets, and to 
other retailers and wholesalers having places of business located in the various 
States of the United States. Its total net sales in 1954 were more than one-half 
billion dollars. 

Certain of Goodrich’s said products, namely, tires, inner tubes, batteries, 
automotive parts and accessories, and certain Car and Home Merchandise items, 
are known in the trade as “TBA” products (an abbreviation for tires, batteries, 
and accessories) and will hereinafter be so referred to in this complaint. 

PARAGRAPH THREE. Texas is a large producer and distributor of petroleum 
products. Directly or through its wholly owned or controlled subsidiaries 
Texas is engaged in substantially all branches of the petroleum industry. It 
produces crude oil from its wells, cracks and refines gasoline, and refines and 
produces lubricants and a wide range of other petroleum products. Sales of 
said products are made to many types of customers, including petroleum whole- 
salers (hereinafter referred to as “distributors”) and service stations. In 
1954 its net sales totaled more than one and one-half billion dollars. Texas also 
acts as an agent in promoting the sale of the TBA products of certain com- 
panies, including those of respondent Goodrich, in the manner hereinafter 
described. 

Paracrapy Four. In the course and conduct of their said businesses re- 
spondents are now and for many years have been engaged in commerce, as 
“eommerce” is defined in the Federal Trade Commission Act, in that they ship 
said products, including said TBA products, or cause them to be shipped from 
the States in which said products are manufactured or warehoused to purchasers 
thereof located in other States of the United States and the District of Columbia. 

PARAGRAPH Five. In the course and conduct of their said business of selling, 
and promoting the sale of, TBA products in commerce, respondents are now 
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and for many years have been engaged in competition with other corporations, 
partnerships, individuals, and firms. 

PARAGRAPH Srx. Goodrich sells said TBA products directly and through whole- 
salers to many classes of customers, including service stations who purchase for 
resale to consumers for replacement use in their automobiles. Service stations, 
by the nature of their business, are particularly well adapted to be outlets for 
the sale of TBA products to the motorist-consumer. They constitute a large 
and increasingly important market for TBA products. 

Texas sells its petroleum products, directly and through distributors, to more 
than 42,000 service stations. In addition to petroleum products, a substantial 
number of these stations sell TBA products. 

PARAGRAPH SEVEN. In connection with Goodrich’s sale of TBA products in 
commerce, it has entered into a contract with Texas under which Texas agrees 
to promote the sale of Goodrich’s TBA products to service stations and dis- 
tributors selling Texas’ petroleum products. Texas has also entered into a 
substantially similar agreement with the Firestone Tire & Rubber Company 
(hereinafter referred to as “Firestone”) as to the stations and distributors 
selling its petroleum products. 

Under said contract Goodrich pays Texas an “override” commission, ranging 
from 5% to 10% on the net sales of TBA products to service stations and dis- 
tributors selling Texas’ petroleum products in return for the influence and aid 
given by Texas in promoting said sales. Texas has a large number of service 
stations and distributors affiliated with it which sell only its petroleum products 
and, pursuant to its agreements with Goodrich and Firestone, in various ways, 
urges, recommends, and persuades the operators of these outlets to purchase 
the TBA products of Goodrich or Firestone. Said stations and distributors at 
no time authorized or requested Texas to find for them, or to commit them to, 
a source of supply for TBA products. Said stations and distributors do not 
receive any part of the override commission. 

Said service stations and distributors are operated ostensibly as independently 
owned business enterprises. However, their relationship with Texas is such that 
they are subject to its control. Such control is inherent in the power Texas 
has by virtue of the various types of contracts of employment, leases, purchase 
contracts, credit-card contracts, franchises, and other agreements between it 
and said service stations and distributors with respect to petroleum products 
and the occupancy, operation, use, and tenure of the stations, other premises, 
facilities, and equipment. Said agreements are for short terms and may be 
terminated or canceled by Texas without reason at the end of the term or prior 
thereto for nonperformance of certain provisions. Some of the said provisions 
are so broad and general as to be susceptible of arbitrary interpretation and thus 
afford a basis for termination of the agreement by Texas. 

Thus the economic welfare of said service stations and distributors is largely 
dependent upon Texas. If Texas chooses, for whatever reason or no reason, 
to terminate said franchise or other agreements, the operator of the service sta- 
tion or distributor either loses his business entirely or must change to a differ- 
ent brand of petroleum products or change location, or both, depending upon 
the type of lease arrangement involved. Such termination would result in great 
financial loss and irreparable injury to the operator, such as loss of his business, 
customer goodwill, sales, profits, and cost of relocation. 

By virtue of these circumstances, Texas can greatly influence and control 
the purchasing and marketing activities of said service stations and distributors. 
Such influence and control has been and is being exercised by Texas over its 
affiliated service stations and distributors by recommending, urging, persuading, 
and causing them to purchase a substantial quantity of TBA products from 
Goodrich and Firestone, the sellers designated by it. 

PARAGRAPH Erentr. By virtue of said override commission agreement which 
Texas has entered into with Goodrich, the latter has sold substantial quantities 
of TBA products in commerce to said service stations and distributors. Goodrich 
has been increasingly successful in selling TBA products to said service station 
and distributor market controlled by Texas. For exampte, Goodrich made such 
sales, under said agreement, amounting to $8,868,751 in 1951 and approximately 
$13,000,000 in 1952 on which it paid Texas commissions of $700,000 and $1,100,000 
respectively, for those years. 

Also, under the agreement between Texas and Firestone, as described herein- 
before, the latter has sold substantial quantities of TBA products to said service 
stations and distributors. Firestone made such sales amounting to $26,974,539 
in its fiscal year 1952 and $31,248,557 in its fiscal year 1953, on which it paid 
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Texas commissions of $2,286,632 and $2,723,890, respectively, for those years, 

PARAGRAPH NINE. In addition, Goodrich has entered into the same or a sub- 
stantially similar override agreement with five other oil companies. Said oil 
companies exercise controls over the service stations and distributors which pur- 
chase their petroleum products in the same manner and for the same reasons 
as hereinabove alleged as to Texas. By virtue of said agreements, Goodrich has 
been and is increasingly successful in selling TBA products to the service station 
and distributor market controlled by oil companies. For example, under such 
agreements Goodrich’s sales increased from $5,500,000 in 1946 to more than 
$16,500,000 in 1952. 

PARAGRAPH TEN. Many competitors of Goodrich and Firestone are unable to 
sell their TBA products to a substantial number of said distributors and service 
stations because of said override agreements. Many of these competitors do not 
pay override commissions to any oil company. 

PARAGRAPH ELEVEN, Among the effects of the adoption and use by respondents 
of said override commission agreements, and each of them, under the circum- 
stances and in the manner hereinabove alleged are that they have: 

1. Foreclosed a large and substantial amount of business to manufacturers, 
distributors, wholesalers, and other vendors who compete with Goodrich and 
Firestone in the sale of TBA products. 

2. Injured, lessened, prevented and destroyed competition between Good- 
rich and Firestone and between each of them and other manufacturers, dis- 
tributors, wholesalers and other vendors of TBA products in the sale of said 
products. 

3. Increased substantially the amount of TBA products business done by 
Goodrich and Firestone. 

4. Deprived a substantial number of petroleum distributors and service 
station operators of their right to act as independent businessmen by deny- 
ing them freedom of choice as to the TBA products which they may purchase 
and stock for resale. 

5. Deprived the consuming public of equal access to the TBA products of 
competitors of Goodrich and Firestone and other advantages which would 
result from the natural and unobstructed flow of commerce in said products 
under conditions of free competition. 

PARAGRAPH’ TWELVE. Said agreements between respondents and said agree- 
ments between a respondent and others not parties herein, and the acts and 
practices of respondents thereunder, as hereinabove alleged, are all to the 
prejudice of the public, have a dangerous tendency to and have unduly frustrated, 
bindered, suppressed, lessened, restrained, prevented and eliminated competi- 
tion in the sale of TBA products in commerce within the intent and meaning 
of the Federal Trade Commission Act; have the capacity and tendency to re- 
strain unreasonably and have restrained unreasonably such commerce in said 
products; and constitute unfair methods of competition and unfair acts and 
practices, in commerce, within the intent and meaning of Section 5 of the Fed- 
eral Trade Commission Act. 

WHEREFORE, THE PREMISES CONSIDERED, the Federal Trade Commission, on this 
lith day of January A. D. 1956, issues its complaint against said respondents. 


NOTICE 


Notice is hereby given you, The B. F. Goodrich Company and The Texas Com- 
pany, corporations, respondents herein, that the 2ist day of March A. D. 
1956, at 10 o’clock is hereby fixed as the time and Federal Trade Commission 
Office, Washington, D. C., as the place when and where a hearing will be had 
before a hearing examiner of the Federal Trade Commission, on the charges set 
forth in this complaint, at which time and place you will have the right under 
said Act to appear and show cause why an order should not be entered requiring 
you to cease and desist from the violations of law charged in this complaint. 

You are notified that the opportunity is afforded you to file with the Com- 
mission an answer to this complaint on or before the thirtieth (30th) day after 
service of it upon you. Such answer shall contain a concise statement of the 
facts constituting the ground of defense and a specific admission, denial or ex- 
planation of each fact alleged in the complaint, or, if respondents are without 
knowledge thereof, a statement to that effect. 

If respondents elect not to contest the allegations of fact set forth in the 
complaint, the answer shall consist of a statement that respondents admit all 
material allegations to be true. Such an answer shall constitute a waiver of 
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hearing as to facts so alleged, and an initial decision containing appropriate find- 
ings and conclusions and an appropriate order disposing of the proceeding shall 
he issued by the hearing examiner. In such answer, respondents may, how- 
ever. reserve the right to submit proposed findings and conclusions and the 
right to appeal under Section 3.22 of the Commission’s Rules of Practice for Ad- 
judieative Proceedings. 

' Jf any respondent elects to negotiate a consent order, it shall be done in ac- 
cordance with Section 3.25 of the Commission’s Rules of Practice. 

Failure to file answer within the time above provided and failure to appear 
at the time and place fixed for hearing shall be deemed to authorize a hearing 
examiner without further notice to respondents, to find the facts to be as alleged 
in the complaint, to conduct a hearing to determine the form of order, and, 
thereafter, to enter an initial decision containing such findings and order. 

IN WITNESS WHEREOF, the Federal Trade Commission has caused this, its 
complaint, to be signed by its Secretary, and its official seal to be hereto affixed, 
at Washington, D. C., this 11th day of January, 1956. 

By the Commission. 

[SEAL] (Signed) Roperr M. PArrisu, Secretary. 


The Cuatmman. I have an exchange of letters here that I addressed 
to the Chairman of the Federal Trade Commission and one addressed 
by him to me relating to this matter. I would ask that they be put 
in the record at this point, together with a press release of the Federal 
Trade Commission of January 13, 1956. 

(The documents referred to follow :) 


JANUARY 13, 1956. 
Hon. JoHN W. GwYNNE, 


Chairman, Federal Trade Commission, 
Washington 25, D. C. 


Dear Mr. GYNNE: I enclose a copy of the report of the Rubber Producing 
Facilities Commission, dated January 12, 1956, recommending disposal of the 
Government-owned synthetic rubber plant at Institute, W. Va., to Goodrich-Gulf 
Chemicals, Inc., the stock of which is owned 50 percent by the B. F. Goodrich 
Co. and 50 percent by Gulf Oil Corp. 

My attention has been called to your press release of January 13, 1956, re- 
lating to complaints 6485, 6486, and 6487, in which it is stated that complaint 
No. 6485 charges violation of the Federal Trade Commission Act by the B. 
F. Goodrich Co. and the Texas Co. 

You will note from pages 13 and 19 of the enclosed report that the proposed 
sale to Goodrich-Gulf Chemicals, Inc., would increase the percentage of the 
industry’s capacity held by Goodrich-Gulf from the present 12.3 percent to 19.9 
percent (assuming announced expansions are carried out), or to 25.2 percent of 
present capacity including the Institute plant. 

Public Law 336, 84th Congress, under which this disposal is being carried 
out, provides that the proposed sale shall be effective unless the contract is 
disapproved by either House of the Congress by a resolution prior to the expira- 
tion of 30 days of continuous session of the Congress following the date upon 
which the report was submitted to the Congress. The report was submitted on 
January 12, 1956, and was referred to this committee. 

In view of the investigation into the activities of the B. F. Goodrich Co. and 
a number of oil companies which I expect you made preliminary to issuing 
complaint No. 6485 and the related complaints, and in view of your responsibility 
for enforcing the Federal Trade Commission Act, I should appreciate an expres- 
sion of your views, for the guidance of the committee, on whether, in your 
judgment, the proposed sale of the Institute plant to Goodrich-Gulf Chemicals, 
Ine., would tend substantially to lessen competition or to create a monopoly, 
or whether, on the other hand, it would best foster the development of a free, 
competitive, synthetic rubber industry in the United States. 

In view of the limited time for consideration by the Congress of this pro- 
posed sale, I should appreciate receiving your reply by January 27, or as much 
before that as possible. In the event that hearings are held by this committee 
in connection with this disposal, consideration will be given to requesting your 
appearance. : 

Sincerely yours, 


J. W. Fursrieut, Chairman. 
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JANUARY 24, 1956. 
Hon. J. W. FuLsricut, 
Chairman, Senate Committee on Banking and Currency, 
United States Senate, Washington, D. C. 


Dear SENATOR FutsrieHt: In your letter of January 13, 1956, you requested 
an expression of my views as to the possible effects of a sale by the Rubber Pro- 
ducing Facilities Disposal Commission of the Institute Synthetic Rubber Plant to 
the Goodrich-Gulf Chemicals, Inc., particularly in view of the recent Commission 
complaint issued against the B. F. Goodrich Co. and the Texas Co., FTC Docket 
No. 6485. 

With reference to your request for an expression of views on whether the 
proposed sale of the Institute plant to Goodrich-Gulf Chemicals, Inc., might 
tend substantially to lesson competition or to create a monopoly, there appears to 
be no relationship between the acts and practices charged in the Commission's 
complaint against Goodrich and the fact that Goodrich-Gulf Chemicals, Inc., may 
or may not purchase the Institute plant. 

The problem involved in that case is whether it is an unfair act or practice 
or unfair method of competition for the tire company (Goodrich) to pay the 
oil company (Texas) or any oil company an override upon sales of tires, bat- 
teries, and accessories made by the tire company to the oil-company service- 
station outlets and in return for the oil company to cooperate with the tire com- 
pany in persuading the oil-company service stations to purchase such products 
from the tire company. 

The complaint alleges that a substantial market for tires, batteries, and acces- 
sories represented by the oil service stations has been foreclosed to competitors 
of the tire company as a result of the override arrangements, and consequently 
that their effects may be substantially to lessen competition and tend to create a 
monopoly. 

Prior to 1946 Goodrich did have a similar override arrangement with Gulf.- 
However, during that year Gulf entered into a purchase and resale plan of dis- 
tributing tires manufactured by Goodrich and sold by Gulf under the trade name 
Gulf. This method of operation is described in the Rubber Producing Facilities 
Disposal Commission report to Congress at page 7A of the appendix, paragraph 
8 under the heading “Present Business Activities.” 

The practices of Goodrich against which the Commission has proceeded in its 
complaint do not appear to be present or have any relationship to the purchase 
by Goodrich-Gulf Chemicals, Inc., of the Institute plant. Consequently the Com- 
mission’s investigation of Goodrich did not develop information upon which an 
informed opinion as to the competitive effects, good or bad, of the proposed pur- 
chase of the Institute plant. Moreover, the investigations did not adduce any 
evidence which Would cause the Commission to take exception to the findings of 
fact, and recommendation submitted to Congress by the Attorney General concern- 
ing the proposed purchase by Goodrich-Gulf Chemicals, Inc. 

Copies of the Commission’s complaints against Goodrich and Texas, Firestone 
and Shell, Goodyear and Atlantic Refining Co. are enclosed for the committee's 
information. 

If I can be of any further help in this matter I will be happy to appear before 
your committee in the event it holds hearings on this matter. 

Sincerely yours, 


Joun W. GwyNNE, Chairman. 


[For release in morning newspapers of Friday, January 13, 1956] 
OFFICE OF INFORMATION, FEDERAL TRADE COMMISSION, WASHINGTON, D. C. 


RESTRAINT OF TRADE (CoMPLAINTS 6485, 6486, 6487) (Tires, BATTERIES, AND 
ACCESSORIES ) 


The Federal Trade Commission today charged three of the Nation’s leading 
tire manufacturers and three of its major oil producers with restraining com- 
petition in the sale of tires, batteries, and accessories. 

Separate complaints were issued against the following dual respondents: B. 
F. Goodrich Co., and the Texas Co. (6485); Goodyear Tire & Rubber Co. and 


the Atlantic Refining Co. (6486) ; and Firestone Tire & Rubber Co. and Shell Oil 
Co. (6487). 
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The complaints allege that the oil producers contract to influence unduly their 
controlled service stations and distributors to buy tires, batteries, and acces- 
sories sold by the tire manufacturers. In return, the complaints charge, they 
receive from the manufacturers “overriding” commissions on all net sales. 

Charging violation of the FTC Act, the complaints allege that: competitors 
of the tire manufacturers are foreclosed from service station markets involved, 
station operators and distributors are deprived of a freedom of choice, and the 
public is deprived of the benefits of free competition. ; ak 

The contracts, the complaints allege, provide for “‘override’’ commissions rang- 
ing from 5 to 10 percent of net sales in return for “influence and aid” in promot- 
ing sales in this “large and increasingly important market.” 

For example, the complaints continue, Firestone made sales in 1953 to Shell 
affiliates of over $14 million and paid Shell a commission of $1,360,312. Good- 
rich sold approximately $13 million in 1952 under its contract with Texas, which 
received a commission of $1,100,000. Goodyear gave Atlantic a commission of 
$411,748 in 1952 based on sales of $4,175,890 to Atlantic stations and distributors. 

The complaints state that similar contracts also have been made between Texas 
and Firestone, Atlantic and Firestone, and Shell and Goodyear. In addition 
each tire manufacturer is alleged to have entered into the same contracts with 
“other oil companies.” For example, Goodrich is alleged to have made agree- 
ments with five companies other than Texas. The complaint alleges that under 
these agreements Goodrich sales to the controlled markets increased from $514 
million in 1946 to more than $1614 million in 1952. 

“Ostensibly operated as independent businesses,” the complaints allege, the 
service stations and distributors are under the control of the oil producers. This 
control, the complaints maintain, “is inherent in the power” the producers have 
through “contracts of employment, leases, purchase contracts, credit-card con- 
tracts, and franchises.” The economic welfare of the service stations and dis- 
tributors is largely dependent on the companies, the complaints state. 

This influence and control, the complaints continue, are being used to zet 
the stations and distributors to deal with designated companies. The stations 
and distributors have not authorized these arrangements, the complaints add, 
and they receive no part of the commissions. 

The contracts, the complaints charge, have “unduly frustrated, hindered, sup- 
pressed, lessened, restrained, prevented and eliminated competition in the sale 
of TBA products * * *,” 

TBA is a trade abbreviation including tires, inner tubes, batteries, automotive 


parts, and accessories and other items generally classified as car and home mer- 
chandise. 


The addresses of the six firms are as follows: 


The Atlantic Refining Co., 260 South Broad Street, Philadelphia 

The Goodyear Tire & Rubber Co., 1144 East Market Street, Akron, Ohio 
The Firestone Tire & Rubber Co., 1200 Firestone Parkway, Akron, Ohio 
Shell Oil Co., 50 West 50th Street, New York City 

The B. F. Goodrich Co., 500 Main Street, Akron, Ohio 

The Texas Co., 135 East 42d Street, New York City 


The parties are granted 30 days in which to file answer to the complaints. 
Hearings are scheduled before an FTC hearing examiner as follows: The Fire- 
stone Tire & Rubber Co. et. al., March 20, 1956, the B. F. Goodrich ©o. et. al., 


March 21, and the Goodyear Tire & Rubber Co. et. al., March 22, all at Wash- 
ington, D. C. 


_ The Cuarrman. Does the Senator from Indiana care to ask a ques- 
tion at this point? 


_ Senator Carenarr. Yes. How long has the situation you describe 
in your statement been going on? 


Mr. Gwynne. Senator 
for some time. 

Senator Carrnartr. What do you mean by “some time”? 

Mr. Gwynne. Well, could I ask Mr. Sheehy? It was being in- 
vestigated before I came here. Mr. Sheehy, would you like to give 
us——— 3 


The Cuamman. Will you identify him for the record? 


, this matter has been under investigation 
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Mr. Gwynne. This is Mr. Joseph Sheehy, Chief of the Bureau of 
Litigation. 

The Cuarrman. Won't you sit down, Mr. Sheehy ? 

Mr. Sueeuy. Senator, I believe there were complaints in this area 
filed with the Commission prior to the war. 

Senator Carenartr. Prior to World War II? 

Mr. Sueeny. Prior to World War II. 

Senator Carruart. Would you say it goes back as far as 1930? 

Mr. Sureuy. I would not say that we had complaints that far back, 
Senator. I am speaking—— 

Senator Carenart. Does it go back to 1935? 

Mr. Sureeny. I am speaking from memory now. I would say 
around 1939. 

Senator Carenart. Around 1939? 

Mr. Sueeny. Around 1939. At that time the Commission issued 
a complaint against the United States Rubber Co., and it had other 
complaints. It had some investigational work done in that period. 
The war came on. All those matters were set aside. They were taken 
up again after the war. 

Senator Carenart. Are the practices about the same today as they 
were in 1939? 

Mr. Sueeny. In the matter of override I believe they would be 
about the same. 

Senator Carrnart. I see. It has been about the same then for the 
last 15, 16, or 17 years? 

Mr. Sueeny. Well, of course, during the war period all tires were 
under strict control, as you know, Senator, and there was no occasion 
there to continue with the investigations. But the practice was taken 
up subsequent to the war, and investigations on which these com- 
plaints are based started about 1949. 

Senator Carremart. Were they cited during the 1940’s? 

Mr. Sueeny. These companies? 

Senator Caprnarr. Yes. 

Mr. Sueruy. There were no complaints issued. The only com- 
plaint issued was against the United States Rubber Co., which was 
prior to the war, and that did include a charge with regard to over- 
rides, 

Senator Carpuart. Then this situation is something or the practice 
has been indulged in then as far as you know back as far as 1939? 

Mr. Sueeny. I would say yes, Senator. 

Senator Carruart. I think that is all the questions I have at the 
moment, Mr. Chairman. 

Senator Bricker. Mr. Chairman ? 

The Cuarrman. Just one statement. I wanted to say for the record 
that certainly it is not the chairman’s pu to try the complaint 
of the Federal Trade Commission against these people. It is purely 
incidental to our inquiry. I personally do not expect to go into it 
very far. 

Senator Bricker. That was the only question [had. If you thought 
in any way that this action of the Federal Trade Commission, as yet 
unadjudicated, should in any way affect our attitude toward this sale. 

Mr. Sueeny. No; I know no reason why it should, Senator. I 
would consider them entirely separate matters. 
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The Cuatrman. Mr. Gwynne, I note in your letter of January 24 
that you feel there is no relationship between the acts and practices 
charged in your oe bares against Goodrich and the proposed sale 
to Goodrich-Gulf. That was the point I was coming to. That is the 
purport of your letter; is it not? 

Mr. Gwynne. Yes, sir. 

The Cuatrman. I take it you would also agree that the sale in and 
of itself would not violate the Federal Trade Commission Act ? 

Mr. Gwynne. No; I would say it would not. 

The Cuarrman. And I take it you did not consider that the B. F. 
Goodrich-Gulf Oil Co. purchase and resale plan mentioned in your 
letter and described on page 7 (a) of the Disposal Commission report 
violates the Federal Trade Commission Act? 

Mr. Gwynne. No, sir. 

The Cuatrman. Did Goodrich and Gulf abandon their earlier over- 
ride agreements voluntarily, or was the change to the present system 
the result of Federal Trade Commission or Department of Justice 
action ¢ 

Mr. Gwynne. I could not answer that question. Maybe Mr. Sheehy 
could—as to whether they have abandoned these practices or not. 
Could you, Mr. Sheehy ? Do you know what the present situation is? 

Mr. Sueeny. That arrangement, as I recall it, Senator, was aban- 
doned in 1946 and before the Commission had taken any action other 
than the complaint that was issued against United States Rubber in 
1939, and that did contain a charge with regard to the override and 
may or may not have prompted this change in 1946 with the relation- 
ship between Gulf and Goodrich. 

The Caarrman. Do you think the acquisition of the Institute plant 
by Goodrich-Gulf might place that firm or the B. F. Goodrich Co., 
or Gulf Oil Co. in a position to engage in more effective and more 
dangerous unfair competition and unfair acts and practices, assuming 
that they are such ? on it strengthen their hand ? 

Mr. Gwynne. Are you asking that of me? 

The CuarrmMan. Yes. Either one of you who cares to answer. 

Mr. Gwynne. Senator, I of course must refrain from answering 
any question that might be construed to be an answer, say, in a judi- 
cial capacity. However, the Commission has necessarily given the 
situation some consideration to determine the question of whether 
or ae ore was reasonable ground to believe that the law had been 
violated. 

To answer your question directly, I would think the fact the com- 
pany were larger would lend some credence to the belief that—reason- 
ve ground to believe—the law is being violated, if I make myself 
clear. 

The Cuatrman. Well, in this sense, as I said: Assuming that there 
is a violation, for our purposes here—and I think that is a legitimate 
assumption, and we do not want to go to the merits, but in order for 
a hypothetical question—then this sale would increase their power 
in that connection simply because it gives them greater capacity and 
greater control? Is that not. so? 

Mr. Gwynne. I would think so. 

The Cuarrman. It seems to me that is necessarily so, 

Mr. Gwynne. I would think that would be correct. 
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The Cuarrman. When you said in your letter that your investiga- 
tion did not adduce any evidence leading you to question the Attorney 
General’s findings, were you referring to the following statements? 

The disposal creates problems of economic consideration. A sale of Institute 
to Goodrich-Gulf or Goodyear Synthetic Rubber Corp. would not best foster 
the development of a free competitive synthetic rubber industry since this would 
add significantly to the substantial position presently held by those companies. 

Mr. Gwynne. I do not quite get the question now. You are quot- 
ing from the Attorney General’s letter? 

The Cuamman. That was a finding in the Attorney General’s let- 
ter, and you said in your letter that your investigation did not adduce 
any evidence leading you to question or disagree with the Attorney 
General's findings ? 

Mr. Gwynne. That is correct. 

The Cuarmman. The Disposal Act under which this sale is pro- 
posed provides as one of the criteria for the sale, and I quote: 

That the recommended sale shall provide for the development within the 
United States of a free competitive synthetic-rubber industry and do not permit 
any person to possess unreasonable control over the manufacture of synthetic 
rubber or its component materials. 

Do you agree with the statement in this committee’s report on the 
bill that became the Disposal Act that, and I quote: 

This criterion may require more diffusion of control over the plants than 
would be required by the antitrust laws. 

Mr. Gwynne. I think that would be correct. At least, I would 
not disagree with it. 

The Cuarrman. Do you think the sale to the Goodrich-Gulf Co. 
gives it unreasonable control over the industry ? 

Mr. Gwynne. Frankly, I would not be in a position to answer that, 
Senator. 

The CHarrman. You are familiar with what percentage it will 
give them? 

Mr. Gwynne. That is correct. 

The CuarrmMan. Twenty-five percent of existing capacity and 19 
plus, about 1914, I believe, of the anticipated or expanded capacity 
that they expect to produce? 

Mr. Gwynne. I could answer it this way, Senator: If you take 
out the Government, if this problem were presented to the Federal 
Trade Commission purely as 2 corporations about to merge and as the 
result of the merger they would have 20 to 25 percent, that would be 
an immediate red flag which would induce the Commission to pro- 
ceed 

The Cratrman. Mr. Gwynne, the press are not able to hear you. 
They are shaking their heads that they are not able to hear you. ill 
you hold the microphone a little closer to you ? 

Now, would you repeat that? 

Mr. Gwynne. The substance of what I meant to say, Senator, was 
that taking the Government entirely out of it, if 2 corporations were 
about to merge or had merged and as a result of the merger controlled 
say 20 or 25 percent of the industry, that would be a mattter which 
the Commission would consider warranted an additional investigation 
with a view to taking action. 
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Now, there might be other elements that enter into it later. For 
instance, you might have a situation where 1 corporation had 75 
percent of the business and 2 others had, respectively, 10 and 15. If 
they should merge, you then have a difficult problem before you, as 
we did have to a lesser degree in the automobile cases—whether the 
merger might not help competition. 

You would have such additional facts as whether or not one of 
the companies might be on the verge of bankruptcy or was not ac- 
tually competing. 

But, certainly, the fact of 20- or 25-percent control is a very im- 
portant factor in considering whether the law has been violated. 
Speaking of it now, you understand, as a Commissioner who is de- 
ciding whether or not to order a complaint to issue, not adjudicating 
the case. 

The Cuarrman. Yes. Would it be fair to say that it would make 
a prima facie case? It would at least warrant you going into it and 
investigating it ? 

Mr. Gwynne. Yes; that is correct. I would say that is right. 

The Cuatrman. Mr, Gwynne, the law providing for disposal re- 
quires the Commission—that is, the Rubber Facilities Disposal Com- 
mission—to consult with the Attorney General in order to secure 
guidance as to the type of a disposal program which would best foster 
the development of a free competitive synthetic-rubber industry. Do 
you think the sale to Goodrich-Gulf will best foster the development 
of a free competitive synthetic-rubber industry ? 

Mr. Gwynne. I rather hesitate to answer that, Senator, for several 
reasons. The responsibility apparently is not put upon the Com- 
mission to make a determination. And certainly in our investigations 
leading up to the filing of this complaint we have made no such 
investigation. 

The Cuarrman. Well, this particular question need have nothing 
to do with your complaint. You are asked this in the nature of an 
expert witness on matters of this kind. You are familiar with the 
facts as to the bidding on this particular plant, are you not? 

Mr. Gwynne. In a general way; yes. 

The Cuarrman. You know about the alternative bid which was 
substantially lower than the bid accepted and the reasons given by 
the Commission for declining that? Were you here yesterday ? 

Mr. Gwynne. No. 

The CHatrman. What we are really seeking is your opinion of 
this situation as an expert and as a person dbalies with making 
judgments in this field of antitrust and antimonopoly matters. 

The bill that we passed, as I say, required that the sale be such that 
it would best foster the development of a free competitive synthetic 
rubber industry. 

a v you're not qualified or do not wish to express an opinion 
on that 

Mr. Gwynne. Well, I think from my study of this case, although 
it’s been rather brief, it indicates that there are some additional mat- 
ters entering in here which were not in the hypothetical case I stated 
of two entirely private corporations about to merge. 

The Cuarrman. Well, the facts I think are not disputed that the 
Commission had the alternative of accepting the bid of $11 million by 

72427—56-—9 
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Goodrich-Gulf or a bid by Mr. Pauley, which was the second high 
bid, of $5.8 million. There was that obvious difference. They had 
the duty of determining whether or not it was a full fair value. 

Full fair value, as I understand the law that was passed, does not 
mean necessarily the highest price. That was clear, I think, from the 
statute itself and certain of its legislative history. There was imposed 
the duty of balancing off the benefit to the public from having competi- 
tion against the additional 5 or approximately $5 million higher 
price. That calls for a judgment, an evaluation of the relative merits 
of that from the point of view of the public. 

The purpose of the law was to benefit the public both as consumers 
as well as taxpayers, and that is a judgment that had to be made. 
Reasonable men can differ on it. I wondered whether or not you could 
in your capacity as an expert in this field, say how you would react 
to that situation. 

Mr. Gwynne. Well, as I say, in view of the other angles you have 
in the case and the duty to get the full fair value—I would say this, 
however: That I think competition would be better served in the long 
run if a sale—assuming now that the fair value is not a troublesome 
matter—if a sale would be made to some independent group who are 
not already competitors. You would in effect add another competitor. 
It is always good for competition. 

The Cuarrman. That I think is a very practical point that I am 
trying to develop. 

Mr. Gwynne. And, in addition, Senator, if I might add, you pre- 
vent increasing the power of a company which is already a substantial 
company in the business. 

The Cuarmman. I think you have answered it very fairly that this 
is an industry involving enormous sales each year. 

Mr. Gwynne. Right. 

The Cuarmman. Very large amounts of money. The difference to 
the public of a shght merease in the price of synthetic rubber could 
very quickly make up that $5 million difference in price that the 
taxpayers would have to stand ; would it not? 

Mr. Gwynne. Well, that is getting a little, I think, beyond my 
responsibilities. 

The CuarrmMan. No, what I mean is that $5 million is a lot of money 
to you or me, but $5 million in the rubber industry and the effect upon 
the purchasers of rubber goods is not very much in the course of a 
year,isit? It isa very big industry, is it not? 

Mr. Gwynne. Yes, indeed. 

The Cuamrman. How big is the rubber industry in this country? 

Mr. Gwynne. Well, we have figures—— 

The Cramman, What is their gross 

Mr. Gwynne. Mr. Sheehy, could you tell us? 

The Cuamman. What are the gross sales of rubber products in 
this country ina year? Do you happen to know? 

Mr. Sueruy. I do not have that figure. I would be very glad to 
furnish it for the record, Senator. 

The Cuarmman. Would you very roughly estimate it? It is in 
the neighborhood of 2 or 8 billion dollars, is it not? 

Mr. Sueeny. I would not want to estimate it. I would be glad to 
furnish it for the record, Senator. 

The Crairman. It is very large? 
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Mr. Sueeny. It is large; yes. There isn’t any question about that. 
It is very large. 

The Cmairman. It is not a small industry. It is so large, the 
volume is so large, that a small increase or decrease in the price of 
the basic material amounts to a great deal of money in the course of a 
year ¢ 
" Mr. Sureny. Yes. 

The Cuatrman, It is not particularly necessary we have the dol- 
lars-and-cents amounts, but it is well known it is a large industry. 
And here we are dealing with a question of $5 million difference 
which is important to the taxpayer. There is no doubt about that. 
But it is the other side of it which is also important—what effect it 
would have in the long run upon the prices which these same tax- 
payers pay in their character as purchasers of tires or some other 
commodities. 

That is what, it seems to me, was called for in reaching the judg- 
ment by the Commission as to whether or not this was a full-fair- 
value sale. 

Entirely aside from any question of actual violations of the anti- 
trust laws and any question of compliance with the provisions of the 
disposal.act, do you think this sale is desirable from the point of view 
of competition in the synthetic rubber industry and from the point 
of view of rubber consumers / 

Mr. Gwynne. Well, there again, Senator, you get into a lot of 
things. I doubt if I am qualified to make—to answer that question. 

The Cuamrman. I have just been handed a newspaper account I 
believe from the New York Times that says that H. E. Humphries, 
Jr., president of the United States Rubber Co., estimated that the 
rubber industry sales in 1955 climbed to a new peak of $5,250 million 
and could top that by $500 million this year. So it is a pretty sizable 
industry. 

Mr. Gwynne. That is correct. 

The Cuarrmman. The control of it or the capacity to influence it 
can soon amount to a great deal. I would think that would be clear. 

You say you do not think you can answer that last question? 
Aside from its antitrust aspect, you would not wish to venture an 
opinion as to whether or not this sale would promote competition in 
the synthetic industry ? 

Mr. Gwynne. No; you have so many elements in there, Senator, 
that it is rather difficult for me to say. I have already said that 
generally in industry such as this, with the number of competitors 
reasonably small, where the difficulty of entry is probably a little 
greater than the ordinary industry, a merger where 25 percent of the 
product is involved would, prima facie at least, not be in the interest 
of competition. TIcould say that much, Does that answer you? 

The Cuaimrman. Well, that certainly is helpful. Is it true that 
there have been very few new entrants into this business? It is very 
difficult to start a rubber company; is it not? 

Mr. Gwynne, I would think it was; yes. 

The Cuarrman. You don’t know of any that have started in recent 
years ¢ 

Mr. Gwynne. No; I have made no particular study of it, but 

The Cuamman. This is an opportunity by the sale of these Govern- 
ment plants to bring a new plant into the business; is it not? 
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‘ Mr. Gwynne. I could not answer that really, Senator. I do not 
now. 

The Cuarrman. You are familiar with the Government’s experience 
in the aluminum industry after World War II, are you not? 

Mr. Gwynne. To some extent. 

The CuarrmMan. There had been only one producer of virgin metal 
up to that time. Is that not right? 

Mr. Gwynne. I have not had occasion to go into the aluminum pic- 
ture except in a very general way, Senator. 

The Cuarrman. It is well known that the only way competition was 
brought into that industry was by the sale of Government plants. 
Whether or not it would ever have grown without that I do not know. 
But the fact of the matter is that the first time a second producer came 
into the sewn was through the disposal of Government plants, and 
now you have 4 or 5 producers in that industry. 

It is somewhat an analogous situation, because it takes such a large 
— of capital to get a factory of this sort started. Is that not 
so! 

Mr. Gwynne. That is correct I would say. 

The CHarmman. One last question. Based on your knowledge of 
Goodrich’s present. and past activities and on the policy of fostering 
the fullest competition in industry, would you recommend that the 
Congress reject this proposed sale and reopen the bidding with firms 
dominant in the industry excluded from the new bidding? 

Mr. Gwynne. I would not wish to answer that, Senator, directly, 
because of the various other features that are involved here. 

Senator Capenart. Mr. Chairman, I have a couple of questions. 
Mr. Gwynne, had you been chairman of the Rubber Producing Facil- 
ities Disposal Commission, knowing the situation as you do evidently 
from your testimony, would you have sold this plant to a concern for 
$5.8 million when you had an offer of $11.5 million ? 

Mr. Gwynne. That is another question, Senator, I would prefer 
not to answer. I am really not in position to answer. I appreciate 
the fact they had other problems before them. Among other things, 
the question of whether the antitrust laws apply here. And for that 
reason I would not care to answer that—could not answer it, in fact. 

Senator Cargnart. In your complaint are you complaining about 
the sales of the finished product in this statement of yours, or is-it the 
raw material ? 

Mr. Gwynne. You mean in the complaint against the Goodrich 
and Texas Co. ? 

Senator Capenart. Yes, 

Mr. Gwynne. No; the complaint there is based on selling of prod- 
ucts known as TBA products—tires and batteries. 

Senator Carenart, The finished product. 

Mr. Gwynne. That is right. 

Senator Carguart. Do you know what this plant that we are talking 
about will produce? 

Mr. Gwynne. Well, synthetic rubber I understand. 

Senator CaPEeHarr. at kind of synthetic rubber? 

Mr. Gwynne. I could not specify to that extent.. I presume, how- 
nen, it is synthetic rubber that could be used to some extent in tires, 

imagine. 
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Senator Caprenart. That is, you think it could be used in making 
tires? 

Mr. Gwynne. I have been going on that theory. __ 

Senator CAPEHART. Could it be used in the making of all other 
rubber products # 

Mr. Gwynne. I could not say. I do not know. 

Senator Cargnart. Do you know of any reason why you or anyone 
else if they wanted to tomorrow could not & into the manufacture 
of tires or any kind of rubber goods? As Chairman of the Federal 
Trade Commission—and your people have made a great study of it— 
do you know any reason why you should not, could not, if you wanted 
to, go into the manufacture of tires tomorrow or any other rubber 
goods ¢ - 

Mr. Gwynne. I know certainly of no legal restrictions. If I had 
the money and could get the organization together, I would be free 
to go into the business. 

Senator CareHart. You could go into the business. Do you know 
that under the sale of these synthetic rubber plants that the law 
requires that they agree to sell X amount to so-called small business? 
Did you know that 

Mr. Gwynne. I noticed that in the report; yes. 

Senator Capnnart. What is the percentage required or that the 
Goodrich-Gulf have agreed to sell of the production of this Institute. 

lant? 
Mr. Gwrwne. I could not give you the exact figure. I have it here 
somewhere. 

Senator CapgHart. Well, do you have any idea what it is? 

Mr. Gwynne. No. Substantial I would say. 

Senator Carenarr. Is it not 67 percent? 

Mr. Gwynne, Mr. Sheehy advises about half. 

Senator Cargnart. This so-called monopoly you are talking about, 
if there is one—and I am not saying there is or there isn’t; I just 
do not want to get into that point at the moment—but if it does exist, 
it exists in the distribution, does it not, rather than the production? 

Mr. Gwynne. Well, I would not want to be understood as saying 
that I am concluding there is any monopoly now. 

Senator Cargnart. In other words, you are not saying there is a 
monopoly at the moment ? 

Mr. Gwynne. No. My testimony was, Senator, that if this were a 
situation where two private corporations were merging and would 
take over 20 or 25 percent of the productive capacity, that that would 
be a case where the Commission would seriously consider issuing a 
complaint. 

aoe Carrnart. You mean a complaint denying them the right 
to do so 

Mr. Gwynne. Yes; charging that it was in violation of section 7. 

Senator CaprHart. Well, if two companies wanted to merge that 
made 25 percent of the known production of a given item, did you 
ever give consideration in your job as the chairman of the Federal 
Trade Commission to breaking up those that are 25 percent or beyond 
in any given capacity or any given industry ? { 

Mr. Gwynne. Well, as I say, the 25 percent—now, that does not— 
that is not final in any sense of the word. In many instances there 
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would be other features in the case where a figure of less than 25 
percent would lead you to think a complaint should be filed. There 
are some cases where probably over 25 

Senator Carenarr. This 25 percent you are talking about, or this 
production we are talking about, is the production of the raw product, 
is it not? 

Mr. Gwynne. Well, yes; that is my understanding. 

Senator Carprnarr. Anybody in the United States, including you 
and me, if we wanted to, could start a business tomorrow. Under 
the law that these plants were disposed of they are required to sel|— 
in this instance, the particular plant we are talking about, up to 67 
percent—to the so-called little fellows. 

Mr. Gwynne. Well, Mr. Sheehy advises about 50 percent. 

Senator Caprnarr. That is my trouble I think. He just has not 
read the report. It is 67 percent. That is what I was trying to get 
at. The chairman has put you on as an expert on this matter. I am 
just trying to find out if you were an expert. Have you ever been 
in the tire business or the rubber business ¢ 

Mr. Gwynne. No. The last impression I would want to leave with 
this committee is I am an expert in the rubber business. 

Senator Carenart. Well, he put you on as an expert, and his ques- 
tions were based upon the fact that you were an expert in this field. 

Mr. Gwynne. Well, allow me—— 

Senator Cargenarr. I want to get back to this other matter because 
I think it is a serious matter—this matter of monopolies. But | 
want to get back again to this: Have you found as Chairman of the 
Federal Trade Commission or have any of your men found that there 
is anything that would keep a man, either a little one or a big one, or 
a group of them, from going into the manufacture of tires or any 
rubber products or even the manufacture of synthetic rubber? 

Mr. Gwynne. You mean is there any legal restriction ? 

Senator Carenarr. Any legal restriction or any restriction of any 
kind. 

Mr. Gwynne. Well, as far as I know, there is no restriction of any 
kind except the obvious restrictions that it requires money. 

The CHairman. A lot of it. 

Mr. Gwynne. If that is a restriction. No, to answer your question, 
the answer is—— 

Senator Caprenart. There is nothing to keep any one of the members 
of this committee from going into the manufacture of rubber goods 
tomorrow, is there, or tires? 

Mr. Gwynne. No, as far as I know there is nothing. 

Senator Carenart. They could do it? 

Mr. Gwynne. Yes. 

Senator Caremarr. You, of course, know that under the Disposal 
Act, not only on the disposal of this plant but on the disposal of all the 
other plants, they had to agree and did agree to sell X amount to the 
small-business interests of the United States ? 

Mr. Gwynne. I understand that position. 

Senator Carenartr. They 7 to doit. If there isa monopoly— 
and I am not saying there is; I just do not know because I have never 
been in the tire business or the rubber business—— 

Mr. Gwynne. I am not saying there is either. 
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Senator Capenarr. But if there is a monopoly and if your com- 
plaint is justified that you speak of here in your statement, is it not 
against the method of distribution and not the method of production ? 

Mr. Gwynne. Oh, yes. Our complaint simply alleges that certain 
sales practices of these two companies violated section 5 of the Federal 
Trade Commission Act. 

Senator Capenart. Couldn’t those violations happen whether one 
company had 25 or 50 or 75 or 90 or regardless of the amount of produc- 
tion they might have of the raw material ? 

Mr. Gwynne. Oh, yes indeed. 

Senator CaprHarr. You know nature makes raw rubber in foreign 
countries, and up until the time we had synthetic rubber, we bought 
raw rubber and it was imported and came into this country, and it still 
does. Is there much connection, if any, between the production of 
raw rubber or synthetic rubber, which is the same as raw except one is 
created by nature and the other by man, and the distribution of the 
rubber products ¢ 

Mr. Gwynne. I could not tell you, Senator. I could not tell you. I 
am not familiar with the rubber business. 

Senator Carenarr. You are not familiar with the rubber business ? 

Mr. Gwynne. No. As I have said, all I intended to say—And 
neither do I want to be understood as saying that there is any monopoly 
inanything. All I wanted to say was that if 2 corporations are about 
to get possession of 20 or 25 percent of the national product, that is a 
matter that the Federal Trade Commission would be concerned about. 


Senator Carenartr. You would want to take a good look at it ? 


Mr. Gwynne. Yes, that is correct. That does not apply just to 
rubber but almost everything. 

Senator Capenart. Yes, but I notice your testimony here was not 
directed to that. It was directed to the so-called monopoly in dis- 
tribution. That was your testimony. It was almost a hundred per- 
cent on the so-called monopoly in distribution. It was not on the 
other. 

Mr. Gwynne. You mean the prepared statement ? 

Senator Capenart. Yes. 

Mr. Gwynne. The prepared statement, Senator, is not based really 
on monopoly. It is based on practices which the Commission alleges 
areunfair. Now 

Senator Capenart. Inthe distribution ? 

Mr. Gwynne. That is correct. This override commission whereby 
the claim is— And you understand I am not passing on it at all. 

Senator CaprHart. I understand. Now, my question is: Is there 
any connection between the so-called alleged monopoly in distribution 
and the production of the raw rubber either by trees in foreign coun- 
tries or by synthetic means in the United States? 

Mr. Gwynne. You mean any connection between that situation 
and the ease on which we filed a complaint ? 

Senator Capenart. Yes. 

Mr. Gwynne. The only connection there might be there, Senator, 
would be this: Texas Co. have many filling stations. Goodrich Co. 
is a company that is dominant in the industry, shall we say. It is a 
large company. 

Senater Capenart. That is right. 
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Mr. Gwynne. And the complaint is somewhat based on the theory 
that although they had no arrangements, they did not enforce maybe 
by an exclusive-dealing contract the handling of a particular good, 
nevertheless their size, their relation to their dealers and all was such 
that there was an element of. 

Senator Carznartr. Yes, I understand the complaint. : 

Mr. Gwynne. Well, to complete the answer 

Senator Capremart. I understand exactly what happens. But I am 
trying to find out if there is any connection between the so-called 
alleged bad practices or whatever you might care to call it—I am not 
calling it that; you brought it out in your statement—and the produc- 
tion. Is there any 

Mr. Gwynne. No, no direct connection. 

Senator Capenart. There is no connection at all, is there? I mean 
you could participate in these so-called practices that you described 
in your statement without producing a nickel’s worth of either raw 
rubber or synthetic rubber; could you not? 

Mr. Gwynne. Very true. That is correct. 

Senator Carenarr. What? 

Mr. Gwynne. Yes. 

Senator CareHart. You see no connection between the two? 

Mr. Gwynne. That is right, except, as I started to say, the com- 
plaint is based somewhat on the theory of an indirect coercion. 

Senator Cargnart. Yes. 

Mr. Gwynne. The larger the person doing the coercing, the more 
effective his coercion is apt to be. I do think that. 

Senator CareHartr. But you did know before you prepared your 
statement that the sale required them to sell 50 percent or more— 
you said 50 and I think it actually is 67 percent—to the small-business 
men of the United States? 

Mr. Gwynne. I have not figured out the percent, but I knew there 
was a provision that required them to sell, yes. 

The Cuatrman. The Senator from Delaware? 

Senator Frear. I have nothing. 

The Cuarrman. The Senator from New York? 

Senator LeuMan. I just want to ask one question. In the first place, 
I have not read this report very carefully. Possibly the answer to the 
question I am going to ask now is contained in the report itself. But 
I notice that in the report it shows that, if this planned sale of the 
Institute plant to Goodrich-Gulf is consummated that that company, 
the merged company, the combined company, will have 19.9 percent 
of the total production. I noticed in the statement of the findings of 
the Attorney General that he states that it would be 25.2 percent, not 
19.9 percent. In the case of Firestone the report of the Commission 
shows that they would have a combined percentage of 17.4 percent, 
whereas in the statement of the Attorney General it would only be 
15.1 percent. 

I ask that question because it was emphasized in the hearing yester- 
day that there would only be a very slight increase of the merked 
company’s production as compared to the production of the next 
largest roducer, which I understand is Firestone. 

\ ich of these figures is correct ? 
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Mr. Gwynne. Well, I was getting the figures from the same source. 
] think the figure of 19.9 is the correct figure. Can you answer that, 
Mr. Sheehy ? 

Mr. Sueeny. No, I do not know. 

Mr. Gwynne. The balance to make up the 25? Is that 

Senator Leman. That is shown in the statement of the findings 
of the Attorney General. That shows 25.2 percent. 

The Cuarrman. That is on existing capacity. The 19 comes after 
you take into consideration the expected, planned expansion of the 
industry. 

Sena LeHMan, If there is no expansion it would be 25 percent? 

The Cuarrman, That is right. If there were no expansion in the 
industry, as I understand it, it would be 25 percent. But various 
plants have indicated an intention to expand, and if they do carry out 
those proposals it will then end up as 19-plus. 

Senator Leuman. That is speculative I mean? There is no 
assurance 4 

The Cuarmman. That is correct. 

Senator Lenman. There is one other thing I want to ask the wit- 
ness. The Senator from Indiana emphasized the fact that there was 
no connection between the synthetic rubber item and the finished 
product. I believe you agreed there was no connection. But it seems 
to me, and I wonder if you would agree with me, that there is a very 
definite connection, in that the price of the synthetic rubber neces- 
sarily very materially affects the price of the finished product. The 
more competition you get the more likely we are to have a reasonable 
price of synthetic rubber, which is a very great component of the 
finished product. . Is that not so? 

Mr. Gwynne. Yes, indeed. I would say so. 

Senator Leman. So there is that very definite connection as I 
understand it, 

Mr. Gwynne. Well, as I say, I am not an expert in the rubber busi- 
ness, but I would say there was, yes. 

Senator Lenman. Well, I mean, all the synthetic rubber does go 
into the production of tires and other rubber equipment or items. 

Mr. Gwynne. Yes. 

Senator Leaman. So that it seems to me that there is a very defi- 
nite connection between the two, because the price of the finished prod- 
uct would necessarily be affected by the price that is paid for the 
synthetic rubber, whether it be by a completely independent fabri- 
cator or by some one of these fabricators who now have their own 
supply or some part of their supply of synthetic rubber. 

Mr. Gwynne, I think those facts you relate would all be part of the 
competitive picture. 

Senator Lenman. That is all, Mr. Chairman. 

The Cuatrman. The Senator from Ohio. 

Senator Bricker. Were you here at the time of the hearing on the 
disposal of the other facilities to the other companies? 

Mr. Gwynne. No; I was not, Senator. 

Senator Bricker. How does it come that you are here now when 
you were not here then? 

Mr. Gwynne. Well, I was requested to appear. 

Senator Bricker. Who requested you? 
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Mr. Gwynne. I was notified by the committee, either the chairman 
or some representative of the sta 

Senator Bricker. You do not know the reason for that either, as to 
why you were not called on the first sale or that you are called on 
this one? 

Mr. Gwynne. No; I do not. 

Senator Bricker. The Goodrich Co. is not the largest of the rub- 
ber-producing companies, is it? 

Mr. Gwynne. At the present time ? 

Senator Bricker. Yes. 

Mr. Gwynne. No; I would say not. 

Senator Bricker. In fact, it is fourth among all of them, is it not? 

Mr. Gwynne. I have that somewhere. I could not say exactly, 
Senator, that that is correct. 

Senator Bricker. In this contract they are required to sell 67 per- 
cent of their production for the use of small business? 

Mr. Gwynne. There is provision they must make some sale to small 
business. 

Senator Bricker. Do you know what the provision is in the other 
contracts as to the amount they should sell to small business ? 

Mr. Gwynne. No; I do not. 

Senator Bricker. Do you know that it was considerably lower than 
that? 

Mr. Gwynne. No; I have no idea about these other 

Senator Bricker. Would that affect your judgment in any way in 
this case? 

Mr. Gwynne. Well, Senator, I have carefully refrained from pass- 
ing any ‘efiathaiie on the ultimate question before the committee. 

Senator Bricker. That is the reason I wondered why you are here. 
That is the reason I asked the first question. 

Mr. Gwynne. I am here because I was asked to come. 

Senator Bricker. You testified a moment ago on a question of mine 
that this casea~vhich you have filed has no relation to the sale of this 
plant at all? 

Mr. Gwynne. That is right. 

Senator Bricker. I think that is all. 

Senator LeumMan. May | ask one more question ? 

The Cuatrman. Just for the record, Mr. Gwynne, I asked you not as 
an expert on rubber but as an expert on the antitrust laws, the Sherman 
and Clayton Acts, and as Chairman of the Federal Trade Commission. 
You consider yourself to be something of an expert on matters of that 
kind, do you not? 

Mr. Gwynne. Mr. Chairman, I could not claim to be an expert 
on any subject. I do say, however, that we certainly have a lot of con- 
tact with the monopoly situation. 

The Cuarrman, I should not have phrased it that way, because I 
did not wish to make you say you are an expert, but were you not a 
member of the Subcommittee on the Judiciary in the House for some 
years? You have been familiar with problems of this kind before 
you became oe Trade Commissioner ; is that not correct? 

Mr. Gwynne. Yes, sir; that is correct. 
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The Cuatrman. You have been acquainted with problems in the 
field of monopoly and restraint of trade for a long time; is that not 
correct? 

Mr. Gwynne. Yes, sir. 

The CuarrmMan. It was in that capacity that you were asked here. 
The chairman of the committee did not expect you to be an expert 
on the manufacture of tires or butadiene. 

Senator Leuman, I just want to clear up one matter for my own 
satisfaction, if possible, and it is in line with the question asked by 
the senior Senator from Ohio. Mr. Gwynne has testified that in his 
opinion, not based on definite knowledge, that about 50 percent of this 
production goes to independent fabricators and independent users, 
I do not want to depend too much on my memory, and I do not have 
the figures, but I believe that that figure of 50 percent is very materially 
incorrect. 

Senator Bricker. Sixty-seven. 

The CuatrMAN. Here it is, for the record, on the 3 different steps: 
21,000 long tons with only 1 line in operation; 51,000 long tons when 
” lines are in operation; and 81,000 long tons when all 3 are in opera- 
tion. It depends on what they are producing. There is no question 
about that commitment. The only question about that, I may say to 
the Senator from New York is—and I do not believe the Senator was 
here yesterday: Is it an enforceable provision, and who can enforce 
it? It is not what the nature of the promise itself is, but the question 
was raised yesterday afternoon and discussed at great length whether 
or not it isan enforceable provision. 

Senator Lenman. I was here yesterday, at least a greater part of the 
testimony, and my recollection was that it was testified by Mr. Petti- 
bone that when these plants were sold there was an agreement that at 
least about 106,000 tons were to be sold to independent producers. It 
was actually a larger amount, but that would be very far from 50 
percent. 

The Cuatmrman. This plant has a total capacity of 122,000 tons if 
all 3 lines are in production. 

Senator Lenman. And 81,000 tons would be sold to independent 
fabricators ¢ 

The CHarrman, I do not think there is any doubt that that is the 
provision in the contract. The only doubt is how do you make them 
do it if they do not wish to do it. There is great doubt as to what is 
the sanction, and how do you make them perform, about which we 
would like to ask the next witness. 

Senator Lenman. I wonder whether there is anything on the record 
to show what percentage there was of the production of synthetic- 
rubber plants that were sold 2 years ago ? 

re CuHamman. All ofthe plants? I thought you meant this single 
plant. 


Senator Lenman. [imagine that this would follow substantially the 
same formula. 

Senator Bricker. There is a much higher percentage in this con- 
tract, and the record from yesterday, I think, shows that the companies 
that have bought under lower percentages required for sales to small 
business and independent business actually sold more than required 
under their contract to independent businesses. 
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Senator Lenman, Mr, Chairman, I think that is an important point 
to develop. 

The Cuamman. That point was developed yesterday. 

Senator Lenman. Well, I think that we ought to know a little bit 
more about it, This is the testimony of Mr, Pettibone, I believe: 

In sum, all of the plant purchasers who have reported (and as I said, this ig 
all but one) were committed by their contracts and by their statements before 
the House committee in the hearings of last March to make available to small 
business 106,739 long tons of GR-S. This, of course, is on a pro rata basis. 

Is that the aggregate of all the companies? We are talking about 
this one company selling as much as 81,000 long tons of a total produc- 
tion of 122,000 tons. That seems so far different from the formula 
that was followed in the previous contracts that I would like to know 
why and how and what the answer is. Can it be enforced ? 

The Cuarrman. This witness knows nothing about that, if I may 
say so; do you? 

Mr. Gwynne. No, sir. 

The Cuairman. Any other questions of this witness ? 

Senator Bricker. I would like the record to show also, if it didn’t 
show yesterday, that the other companies purchasing under a lower 
requirement of sales to independents were committed to sell 106,739 
long tons and actually sold 144,781. 

Senator Lenman. That is my recollection. 

Senator Bricker. Long tons. 

The CuArrmMan. That is correct. 

Senator Bricker. They have complied, and there is every require- 
ment upon this company in the purchase of this plant, which will be 
larger than it was on the other purchasers. 

The Cuarrman. Thank you very much, Mr. Gwynne. We appre- 
ciate your coming here and giving us the benefit of your knowledge 
of this matter. . 

We will insert in the record at this point a telegram to the chairman 
of the committee from Lyell B. Clay, city solicitor, Charleston, W. Va. 

(The telegram referred to follows :) 

Fesrvary 1, 1956. 
Senator J. WILLIAM FULBRIGHT, 
Senate Office Building, Washington, D. C.: 

Reactivation of rubber plant at Institute, W. Va., vital to economy of this 


area. In the absence of information to the contrary, proposed sale to Goodrich- 


Gulf appears equitable to all concerned. Urge you to withdraw resolution of 
disapproval. 


Lyett B, CLAY, 
City Solicitor. 

The Cuamman. Mr. William I. Burt, president of Goodrich-Gulf 
Chemicals, Inc., will be the next witness. Will you come forward, 
Mr. Burt. We appreciate your coming here at the committee’s re- 
quest. I want the record to show that Mr. Burt did not volunteer 
to come on his own, but he did come on the request of the chairman 
of the committee, in case there is any doubt about why he came. He 
is president of the subject company. Do you have a statement! 

Mr. Burr. I have a statement, ator, and I would like to read 
it if I may. 

The Cuamman. You may proceed. 
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STATEMENT OF WILLIAM I. BURT, PRESIDENT, GOODRICH-GULF 
CHEMICALS, INC. 


Mr. Burr. My name is William I. Burt. I am a director and the 
president of Goodrich-Gulf Chemicals, Inc. I am here to testify in 
support of the contract of Goodrich-Gulf to purchase. the Govern- 
ment-owned synthetic-rubber plant, at Institute, W. Va, ; 

Goodrich-Gulf, which was organized in August 1952 to engage in 
the petrochemicals business, is owned 50 percent by Gulf Oil Corp, 
and 50 percent by the B. F. Goodrich Co. ' os 

B. F. Goodrich and Gulf both participated in the original design 
and construction of the Government-owned synthetic-rubber-pro- 
ducing facilities. ' 

B. F. Goodrich cooperated with the Government in the synthetic- 
rubber program from its inception. For many years B. F. Goodrich 
has conducted intensive research in the.rubber, plastics, and chemical 
fields. It was the first company in this country to manufacture 
synthetic rubber of the butadiene type, and this was done in its pri- 
vately owned facilities. In June 1940 B. F. Goodrich offered for 
sale to the American public tires composed of more than 50 percent 
synthetic rubber of the butadiene type. This was the first time that 
synthetic-rubber tires were manufactured in this country and offered 
for sale to the public. B. F, Goodrich alone made available to the 
Government, without charge, more than 150 patents pertaining to 
GR-S rubber. 

During World War II, B. F. Goodrich constructed and operated for 
the Government plants having the largest synthetic-rubber-produci 
capacity. During the Korean conflict that company again ae 
plants of the largest rubber-producing capacity for the Government. 

Gulf participated in the original organization, design, and con- 
struction of the butadiene facility at Port Neches, Tex., and was one 
of the four oil companies responsible for the operations of this plant. 
Throughout the history of its business activities, Gulf has been 
recognized as a competent, efficient, and experienced operator of 
petroleum refineries and other enterprises. 

Goodrich-Gulf, since April 29, 1955, has operated the Port Neches 
synthetic-rubber plant, which it acquired from the Government, 
Goodrich-Gulf has in its employ experienced operating, engineering, 
and management personnel, It has its own pilot plants and, in addi- 
tion, has access to the scientific staffs and laboratory facilities of 
both B. F. Goodrich and Gulf. 

We have contracted to pay the Government $11 million for the 
ae al Institute, W. Va. The second highest bid was for only 

5,800,000. 

It will be recalled that in the original disposal program Goodrich- 
Gulf paid the highest price dadhved by the Govtenieeat for any of 

the synthetic-rubber plants sold at that time. 

In the contract under which Goodrich-Gulf purchased the Port 
Neches synthetic-rubber plant, it committed itself to make available 
to small business enterprises 15,000 long tons of rubber a year at 
fair market ot Actually, we have exceeded this commitment. 
We have made available to small business enterprises synthetic rubber 
at the rate of 19,000 long tons a year. 
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Since last April there hasbeen an unprecedented demand for the 
total output of all of the synthetic-rubber plants. At the same time, 
the price of crude, tree-grown rubber has ranged from 311% cents per 
pound to as much as 52 cents per pound. In the face of this, Good- 
rich-Gulf has continued to charge the same price, 23 cents per pound, 
for its synthetic rubber as the Government was charging at the time 
of the sale of the plants. 

Shortly after purchase of the Port Neches plant it became apparent 
that the public demand for synthetic rubber required an expansion of 
production facilities. Engineering studies and cost estimates were 
prepared providing for 100 percent increase in the capacity of the 
plant at an expenditure of many millions of dollars. At about this 
time, Congress passed a law providing for the sale of the Institute 
property. Goodrich-Gulf, odes considering the matter, elected to 
on in the Institute plant, deferring its expansion plans for Port 
Neches. 

We believe there are a number of compelling reasons, all related to 
the public interest, which this committee will want to consider in 
connection with the recommendation of the Rubber Producing Facili- 
ties Disposal Commission that the Institute plant be sold to Goodrich- 
Gulf. 

1. There is the consideration of national security. 

This plant is the least modern of all of the synthetic rubber plants 
built by the Government. It is 13 years old, and during most of this 
time has been kept in standby condition. Thus, many technological 
improvements made in plants previously sold by the Government are 
not to be found here. The plant is not equiped to produce cold rubber 
which now accounts for approximately two-thirds of the total.demand 
for synthetic rubber of the GR-S type. 

It is in the interest of national security that this facility be sold 
to an experienced, capable operator of synthetic plants so that it may 
be modernized and its capacity made available to the rubber-consum- 
ing public. 

Goodrich-Gulf has the experience, resources, and ability quickly to 
bring this plant to a state of efficiency which will make it competitive 
with the rest of the industry. 

Finally, from the military point of view and in keeping with the 
policy of dispersal of vital industry, it is important to modernize and 
operate this plant, which is located a great distance from the syn- 
thetic rubber plants concentrated in the gulf coast. area. 

2. The statement has been made that the sale of the Institute plant 
to Goodrich-Gulf will result in its having 25.2 percent of existing 
capacity. This would have been a true statement.as of April 29, 1955. 
It is not, however, true today because since that time the capacity of 
a number of the plants has been increased and any realistic considera- 
tion of the subject must. also take into account announced expansions 
which, when completed, will result in Goodrich-Gulf’s having no more 
than 18 percent of the existing capacity. Further, the figure of 15 
yercent assumes the operation of the full 122,000-ton capacity of the 

nstitute plant. At present this is not realistic. In fact, butadiene, 
the principal raw material of synthetic rubber, is available, and until 
at least 1958 will be available, only in sufficient supply to operate 1 pro- 
duction line of this plant, with a capacity of only 41,000 long tons. 
Prior to 1958, the Goodrich-Gulf share of total usable capacity will be 
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not more than 140,000 tons a year, less than the announced planned 
capacities of 2 competitors and about equal to that of a third. 

We feel strongly that the sale of this plant to Goodrich-Gulf is pro- 
motive of a truly competitive synthetic rubber industry, in terms of 
research, development, production, sales, and prices. Goodrich-Gulf 
could, under no circumstances, exercise dominant influence when it 
will have only 18 percent—even until at least 1958—of existing ca- 
pacity, and when its final capacity will be substantially equaled by 
each of 3 other strong competitors. Public requirements for more 
synthetic rubber must be met, and the excessive burden of high crude 
tree-rubber prices eliminated. If the Institute plant is not brought 
into production, new privately owned facilities will have to be con- 
structed by Goodrich-Gulf and others, since there is no possibility of 
crude tree-rubber production expanding to take care of an estimated 
increase of 500,000 tons in world rubber consumption by 1960. 

The Disposal Commission stated in its report that Goodrich-Gulf 
was the only bidder to offer the full fair value of this synthetic rubber 
facility. Disapproval of this sale by the Congress would result in 
the plant’s remaining in standby condition, This in turn would pro- 
duce serious economic consequences. Crude rubber prices would in- 
crease, penalizing American rubber consumers, Employment relief 
would not be afforded to the Charleston area, which has been pub- 


licized by the United States Department of Commerce as a major area 
of substantial labor surplus. Furthermore, meeting the present 
shortage of synthetic rubber in the United States and the world will 
be delayed as long as a year and a half. 

In view of the rapid technological advances in the synthetic-rubber 


industry in the United States, and in view of the announced and 
projected expansion in synthetic-rubber capacity, it seems reasonable 
to assume that if the Institute plant is not sold at this time its 
disposal at some later date at a comparable price becomes highly 
improbable. 

4. I have already testified as to the promises we made and have 
more than fulfilled in the acquisition and operation of the Port 
Neches facility. Now, in our contract to purchase the Institute fa- 
cility, we have made a commitment respecting the output of that plant. 

Goodrich-Gulf will make available for sale at fair market prices 
to small-business enterprises, as defined im section 21 (h) of the 
act, in reasonably aoa monthly quantities, the following tonnages 
per year: (a) 21,000 long tons when only 1 line is in operation, (2) 
51,000 long tons when 2 lines are in operation, and (c) 81,000 long 
tons when all 3 lines are in operation. 

On March 10, 1955, Goodrich-Gulf said ; 


With successful completion of the disposal program, the full fair value of 
the Government synthetic-rubber facilities will have been recovered, income-tax 
revenues will have been increased, and in all other ways the best interests of 
the American people will have been served as Congress so clearly indicated and 
intended. 


I wholeheartedly support this statement today. 

I thank you, Senator, for the opportunity to present my views. 

The Cuarrman, Thank you, Mr, Burt. 

The Senator from Ohio. 

Senator Bricker, The Disposal Commission could not have sold 
this plant at Tess than full fair value? 
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Mr. Burr. That is part of the law. 
They have found that the amount you offered is 


Senator Bricker. 
full fair value? 

Mr. Burr. They considered it so, and so stated. 

Senator Bricker. And that no other bid was equal to the full fair 
value ¢ 

Mr. Burr. That is the statement of the Commission. 

The Cuarrman. The Senator from Delaware. 

Senator Frear. No questions. 

The Caatrman. The Senator from New York. 

Senator Lenman. I have no questions. I just wanted to say that 
I think Mr. Burt has very fully answered the questions which I raised 
a few minutes ago. 

Mr. Burr. I hoped I would, Senator. 

The Cuarrman. Mr. Burt, under your contract to buy the Port 
Neches butadiene plant you proposed to have available approximately 
17,000 short tons of butadiene a year for sale on the open market at 
a fair market price. Do you consider this a binding agreement? 

Mr. Burr. I do, sir, and we have contracts for more than that 
amount for 1956. 

The CHatrman. Were you here yesterday, and did you hear the 
discussion between the Senator from Indiana and Senator from Ore- 
gon on this point ? 

Mr. Burr. Yes, sir. 

The CuatrmMan. Do you agree that it is a legally binding commit- 
ment ? 

Mr. Burr. Senator, I am not a lawyer. I have a contract that I 
have signed here in the back of this book, in which in the appendix 
we state the amounts. We had the same thing in our original con- 
tract. I feel as president of Goodrich-Gulf that we will carry on those 
promises. 

The Cuatmrman. The point was made—and I am only trying to de- 
velop this for the record, and I am not questioning your good faith at 
all—that you or the person who signed the agreement may feel morally 
bound, but there is no legal sanction. If I understand you correctly, 
you feel that it is a commitment upon your company and enforceable 

Mr. Burt. Yes, sir; as long as I am president. 

The Cuatrman. Well, that is the point. It would be longer than if 
you were president if it is legally binding, I am sure. 

Mr. Burr. I believe the company feels that way, and my predecessor, 
Mr. Richardson, said that before. 

The Cuarrman. Have you maintained adequate records to show 
what quantities have been sold in the open market, and at what prices ! 

Mr. Burr. We have those records, and the prices, I can assure you, 
were as we stated. 
vee pee How much butadiene have you produced at Port 

eches 

Mr. Burt. When we bought this plant, it was rated at 190,000 short 
tons of butadiene per year. Owning half of the plant, our share was 
95,000 tons. Our own plant, of course, used a considerable amount of 
that, but we have more than sold the 17,000 tons of butadiene. 

The Cuamman. Could you tell the committee what quantities you 
have sold on the open market since you acquired the plant? 
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Mr. Burr. I think it is somewhere around 20,000 tons. 

The CratrMan. Twenty thousand ? 

Mr. Burt. Yes. 

The Cu#arrmMan. Could you tell us at what prices you sold the buta- 
diene? 

Mr. Burt. The prices were 14 cents per pound on contract; 15 cents 
as spot sales. 

The Cuatrman. To whom have you sold that ? 

Mr. Burr. There are only a few people, you know, that can use 
butadiene. 

The Cuatrman. To be frank about it, I do not know. 

Mr. Burt. Ninety-six percent of the butadiene is used by the syn- 
thetic-rubber program. Du Pont uses a small amount, and some small 
companies that make other types of rubber use a small amount. I 
would say that we have sold to about five different people. We kept 
the Baytown plant going, and are still doing that. 

The Cuatrman. Who bought the Baytown plant? 

Mr. Burr. United Rubber. That is part of the United Carbon Co, 
at Charleston. 

The Cuarrman. Are these five people considered independent pro- 
ducers of rubber ? 

Mr. Burr. Producers of rubber ? 

The Cuatrman. Independent producers of rubber. 

Mr. Burr. Yes. United Carbon has taken the largest amount. The 
B. F. Goodrich Chemical Co. has a privately owned plant that makes 
a specialty rubber. Some has been sold to them. We have sold some 
to the Shell Co. out on the coast because they were short. We did 
everything possible to keep the program going. 

The CHatrman. Has anyone requested butadiene from your plant 
at Port Neches that you were not able to supply or did not supply ? 

Mr. Burr. Yes; everybody is trying to buy, because butadiene is 
the crux of the whole program at the moment. There is not enough 
of it, so that everybody is trying to buy butadiene. 

The Cuarrmman. In other words, you had to turn down many 
applicants ¢ 

Mr. Burr. Yes, sir. 

The Cuatrman. Under your contract to buy the Port Neches GR-S 
plant, you propose to make available approximately 15,000 long tons 
a year of GR-S for sale at fair market prices to small-business enter- 
aes as defined in the act, and other users other than B. F. Goodrich. 

Jo you consider that also a binding agreement ? 

Mr. Burt. I do, sir. 

The CuatrMan. Have you made arrangements to carry out that 
agreement ? 

Mr. Burr. Actually, in the first 8 months of our operation we sold 
the rubber at the rate of 19,000 long tons. 

The Cuarrman. Nineteen thousand ? 

Mr. Burt.. Yes, sir. 

The Cuarrman. Have you maintained adequate records to show 
the quantities and prices of sales to small businesses, and separatel 
a and prices of sales to large businesses, other than B. iE 
Goodrich ? : 

72427—536——10 
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Mr. Burr. Yes, sir. There is only one price for rubber. It is 23 
cents in carload lots. If they get smaller quantities, there is a slight 
increase, that is all. 

The Cuarrman. How much GR-S have you produced at Port 
Neches since you took over that plant ¢ 

Mr. Burr. I would say we are producing at the rate of 95,000 
long tons per year. We have taken out a few bottlenecks here and 
there, and our boys are certainly going to town, the same crew that 
we had when we were operating the Government plant. 

The Cuarrman. What quantities of GR-S have you sold since 
April 1955 to large businesses other than B. F. Goodrich ¢ 

Mr. Burr. During the first 2 months of operation, that is, May 
and June, we had rubber available which we were not able to sell to 
the small people, small-business enterprises. A great many of them 
had entered into contraets with other people, and when we tried to 
get their business they were taken care of. In order to get rid of our 
output, we did sell some small amounts to the larger rubber com- 
panies, mostly as trades. They were making rubber that we were 
not making, and so we would trade back and forth types of rubber 
in order to satisfy us all, but since then there has been no rubber 
going to the larger rubber companies. 

The CuarrmMan. Those prices were 23 cents ¢ 

Mr. Burr. Yes, sir. 

The Cuarrman. Are you willing to permit the Department of Jus- 
tice or the Federal Trade Commission to examine your records to sat- 
isfy themselves that these commitments as to butadiene and GR-S are 
being carried out? 

Mr. Burr. If it is within their legal rights to do so, we certainly 
will, sir. We want to be cooperative in every way, I am sure. 

The Cuamman. I am not sure I understand your answer. 

Mr. Burr. I would want to have legal advice on that, too. If my 
legal people say that we should submit those, I am sure we would. We 
have furnished to the Department of Commerce—we are furnishing 
every month—our production rates; and also the Rubber Manufac- 
turers Association. 

The Cuamman. What I have reference to is particularly with re- 
gard to this commitment to make available these products to small 
businesses. Would they have to have a lawsuit over it, or would you 
make it available to them voluntarily ? 

Mr. Burr. Mr. Jeeter, can I answer that? My legal counsel says 
we would make that available. 

The Cuatrman. You would make it available? 

Mr. Burr. Yes, sir. 

Senator Bricker. I might say, Mr. Chairman, I do not think there is 
any question about the legal right under a contract of this kind, where 
they have the responsibility of determining whether you live up to 
the contract or not. 

Mr. Burr. We are very carefully keeping those figures. 

The Cuatrman. I want to say to the Senator I am trying to make 
the record clear on that. At least he was in doubt about it. 

. Senator Bricker. I would not think counsel was ever in doubt about 
it. 

Mr. Burr. I am an engineering and production man, and. I try to 
keep in line. 
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The Cuarman. This question was raised yesterday in connection 
with the examination of Mr. Barnes. I thought it would be much bet- 
ter while we are on this to have an understanding about it, and I am 
very pleased at your answer. 

Mr. Burr. I certainly feel morally and legally bound. 

The Cuarrman. Then if 1 understand it you are in accord, upon 
advice of your counsel, that you will make voluntarily available to the 
Federal Trade Commission and the Department of Justice the records 
with regard to this matter we have mentioned / 

Mr. Burr. Yes, sir. 

The Cuarmman, While we are on that, is it your legal counsel’s 
opinion, since you said you were not a lawyer, that the.small-business 
enterprise will have legal standing in court to enforce this agreement? 

Mr. Burr. I would say so. 

The Cmaarrmman. You.think so, as well as the Department of Justice 
and Federal Trade Commission. 

Mr. Burt, what has been the profit from your butadiene operation at 
Port Neches since you took over that plant ? 

Mr. Burr. Senator Fulbright, since we have taken over the plants 
they have run all out.. They have been very successful in their opera- 
tion. Our costs of operating the plant, that is, the conversion costs, 
have been practically the same as they were under the Government 
operation. We have different costs on our own materials than the 
Government had, because the Government had a monopoly and they 
had some lower costs on butadiene. But in our conversion costs we 
have done practically the same as we did under the Government 
operation, 

The CaarrmMan, You were running that before? 

Mr. Burr. We were running that plant before, so it is the same 
people. 

The CuHatrrMan. You say your profits then since have been practical- 
ly the same as they were to the Government while you were running it 
for the Government ? 

Mr. Burr. As far as our conversion. Our material costs have been 
higher. 

The Cuarrman. What do you mean by “conversion”? 

Mr. Burr. That is in converting the raw materials to rubber. 

The Cuamman. First I want it on the butadiene operation and 
then next the GR-S operation. 

Mr. Burr. Well, the butadiene costs are, as I said, based on 14 cents, 
which was higher than the price the Government was paying. 

The Cuarrman, It was higher? 

Mr. Burr. Yes, sir, their average prices. Our styrene prices have 
changed a little bit. Otherwise there is practically no change. We 
also in the company as a whole have Ah costs, sales development 
costs, and things like that, which that plant did not have at that time. 

The Cuarrman. Then your answer to both the questions is that the 
profit on the GR-S operation at. Port Neches and the butadiene is prac- 
tically identical with the profit as shown by the Government opera- 
tion ? 

Mr. Burr. The operation costs ; yes, sir. 

The ,Cuarmman. Have you raised prices for butadiene or GR-S 
since you have taken the plant over? 
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Mr. Burr. No, sir. 

The Carman. The same price? 

Mr. Burr. That is right. 

The CuarrmMan. At the present time do you have any plans to raise 
the prices of butadiene or GR-S in the future ? 

Mr. Burr. We have no present plants; no, sir. There isno guaranty. 

The Cuarrman. Do you think you can operate the Institute plant 
profitably and sell GR-S produced there at the same prices you are 
charging at Port Neches? 

Mr. Burr. That is going to be a little more difficult. The fact of 
the matter is there is no butadiene available for the Institute operation 
except that butadiene that is manufactured from alcohol, and that 
alcohol is costing us 171% cents a pound as against 14 cents. Therefore, 
of that difference of 314 cents, 80 percent of that, or about 21% cents, 
is added directly to our cost of that rubber. So that just the butadiene 
cost will add 2% cents to the cost of the rubber produced at Institute 
over that at Port Neches. That will only be true until new production 
can be brought in at Port Neches, which we are planning to do. That 
is a 2-year program. 

The Cuarrman. Chemical Week for December 31, 1955, gives an 
expansion check list for 1956. This list shows that expansion of rub- 
ber capacity of B. F. Goodrich Chemical Co. at Louisville will cost 
$2.8 million, due to come into production in the first quarter of 1956. 
Could you tell us about what additional tonnage will result ? 


Mr. Burr. The production of synthetic rubber at Louisville is un- 
der the B. F. Goodrich Chemical Co., that I was with formerly. That 
is not the GR-S type of rubber. That is the oil-resisting type of 


rubber. It does not have the same use as the GR-S. It does not 
make tires or belting or anything like that. It is especially for mak- 
ing gasoline hose, and it is oil resistant. That is a profitable opera- 
tion and has been that way ever since it started in 1939. 

The Cuarmman. That is a different company from yours? 

Mr. Burr. Yes, sir. I was formerly with them, but I am no longer 
with them. 

The CuarrMan. Have you any other expansion plans? 

Mr. Burr. This is our expansion plan, Senator, purchasing the 
Institute plant. If we do not get it, we will make other plans. 

The Cuarrman. How long will it take you to reopen the Institute 
plant—that is, 1 line, 2 lines, or 3 lines? 

Mr. Burr. We will only have enough butadiene availabe for 1-line 
operation for 18 months to 2 years, but that 1 line we will immediately 
put back and take out of standby as quickly as possible. I would 
say it would be 60 to 90 days. 

The Cuarrman. For one line? 

Mr. Burr. For one line. And then we would operate that on 
hot rubber, which is the type of rubber that it was making when it 
was shut down. We will immediately start on the other line conver- 
sion to cold-rubber operation, so that we can be competitive with the 
demands of the market. The hot-rubber demand is only about a third 
of the total demand. With the opening of that line, we will be able 
at Port Neches to run 100 percent on cold rubber, which will ease the 
rubber market. The hot rubber we have been making down there 
we will make in the East. 
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The CuarrMan. You may have said it, but what do you anticipate 
to be the time that elapses or the old plant has all three lines in 
operation ? 

ere Burr. That will depend, Senator, on the demand for rubber. 

The Cuamman. Assuming there is a demand, how long? 

Mr. Burt. I cannot predict it. I do know the one line—I am sure 
we can get rid of that. I do not think we can get rid of 2 or 3 lines 
of hot rubber, because there is just not that demand. 

The CuarrmMan. How much would it cost to duplicate the Institute 
plant at Port Neches? 

Mr. Burr. Well, the Institute plant is 3 lines and the Port Neches 
plant is only 2 lines. We would not duplicate it, of course. 

The CuarrMan. I mean in capacity, not in detail. 

Mr. Burr. I woud say it would cost somewhere around fifteen to 
sixteen million dallars. We will have to spend $6 million to bring 
this Institute plant up to the same technological place that the Port 
Neches plant is. 

The CHamman.. Why did you offer $11 million when it was quite 
evident from the statement of the Commission that $9,500,000 was 
a fair full value? 

Mr. Burr. I will admit I was in kind of a hot spot when I received 
that letter. I happened to know that was our last bid, but I did 
not know what the other people were bidding, and then they asked 
for closed bids again at that time. I want to tell you, Senator, we 
were interested and anxious to get that plant, so we raised our bid to 
$11 million, We had no idea what the other people were bidding. 

The Cuarrman. Why were you so anxious to get it now when you 
did net want it last April? 

Mr. Burt. If the bidding had been started last April it might have 
been different, but the Hidtling on these plants started about a year 
ago from April, and at that time the rubber industry was only running 
about 50 or 60 percent of the capacity of these plants and the capacity 
was not needed. And you had this other problem: There was no 
butadiene to run it if you could. 

The Cxarrman,. If the Congress had turned down the proposal of 
last April and all bids had been resubmitted, then from your answer 
we ven have gotten substantially more money for the plant, would 
we not? 

Mr. Burt. We felt that we would have paid the full value for our 
Neches plant. - We still feel we paid the full fair value for that plant. 

The Cuarrman. From what you have just said, the conclusion is 
clear that if we had taken the bids anew last April it would have been 
higher than a year ago, would you say, when they were running at 
50 percent of capacit 

Mr. Burr. I volt 


i 
not say one way or another. I would not be 
surprised, especially with some of the others that were involved out- 
side of Goodrich-Gulf. 

The Cuarrman. Take your own case in Institute, where you were 
not willing to bid anything, but here this year a few months later— 


that was in November or 


mber, I believe—you bid $11 million, 
Mr. Burr. That is right, sir. 
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The Cnarrman. It is quite evident that our refusal to reject the 
bids last spring cost the Government money; a substantial amount of 
money, is it not? 

Mr. Burr. You have to recall, too, that the predictions for 1955 
were for around 5,600,000 cars, and it actually ran 8 million. So the 
demand for rubber went up fast. You have to take into consider- 
ation certain predictions that have been made by economic people 
that 1960 will see this extra demand for rubber. So we expected with 
both these plants that we would have to expand sometime. We just 
id not know when. 

The CuatrMan. What percentage of your production, that is, the 
Goodrich Co., is used by the Goodrich Co. in the manufacturing of 
its finished products? What percentage of the raw material is con- 
verted by Goodrich into its final article? 

Mr. Burr. The synthetic rubber that we sell to the Goodrich Co., 
they convert it all to rubber products. 

The CHarrman. What percentage of your production is sold to 
Goodrich Co. ? 

Mr. Burr. Take those figures right from the report. We sold this 
year at the rate of 19,000 tons to outside people. 

The CuarrmMan,. All the rest went to the Goodrich Co.? 

Mr. Burr. That is right. 

The Cuarrman. This one line that you activate at the Institute 
plant, will produce about 40,000 tons, will it not ? 

Mr. Burr. It is rated at 41,000; yes, sir. 

The Cuarrman. And you have a commitment of 21,000 to be sold 
to small business, which will leave you about 20,000 ? 

Mr. Burr. That is right, sir, I will have to add here that I think 
we will have to go out and beat the bushes to get that 21,000, It is 
going to take some selling to do it, because I think the demand right 
at this moment is just about at the top. It is almost satisfied. It is 
one of those things that does not take very much more to carry it over. 
If we have excess rubber, we will go out everywhere we can to sell it. 

The Cuarrman. If Goodrich substitutes the 20,000 long tons which 
you will retain from this line of synthetic for 20,000 tons of natural 
rubber, the difference in the price is about 20 cents a pound, is it not? 

Mr. Burr. That is right. 

The Cuamrman. Would it be fair to say that would amount to a 
saving to the Goodrich Co, of about $8 million ? : 

Mr. Burr. Well, to whomever we would sell synthetic rubber, too, 
there would be that saving of that mucha pound, And that, of course, 
is the clamor not only in this country but in foreign countries, because 
they are paying the high prices, too. 

The CuarrmMan. During this period last year has there been any 
increase in the finished product by the Goodrich Co., that is, the tires 
and what else they make ? 

Mr. Burr. I do not know, sir, whether there has been any. There 
are always price changes going on, up and down. I could not say 
whether there has been any price change or not. I take it for granted 
there have been equalizations here and there, but I do not know. 

The CuarrMan. As a practical matter, insofar as the amount of 
rubber that is used by the Goodrich Co., the holding of the price of 23 
cents really does not affect their profit one way or Sutthert 
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Mr. Burr. Of course, to date the rubber companies have not been 
able to use 100 percent GR-S rubber. There is still demand for 35 to 
40 percent of natural rubber, which does certain things that synthetic 
rubber cannot do. So any place they could substitute GR-S for nat- 
ural, they did and made the savings, just the same as any company 
would do. I will do the same thing if 1 can buy raw material cheaper. 

The Cuamman. If I understand you correctly, if this sale should 
be rejected then you would proceed to build a plant of comparable 
capacity at Port Neches; is that correct ¢ 

Mr. Burr. That is our plan; yes, sir. 

The CuamrMan. Well, then, is it fair to conclude that if Congress 
wishes a further expansion of manufacturing by this company it ought 
to disapprove this sale? 

Mr. Burr. Well, it would not increase the capacity. 

The CuHatrman. Why not? We still have the capacity and you go 
ahead and build an additional plant. 

Mr. Burr. You do not have anybody to operate it. The Govern- 
ment could operate it, but they would be going in competition. 

The Cuatrman. There are some other bidders willing to bid on it— 
not at your price—but what do you think of the suggestion that was 
made here yesterday that you are able to pay more than’other people 
because you have such a dominant position in the industry that you 
can pass that added price on to the consumer ? 

Mr. Burr. I do not agree at all. 

The CuatrmMan. You do not agree? 

Mr. Burr. No, sir. 

The Cuarrman. Why not? 

Mr. Burr. Because every small user of rubber gets the same price, 
buys the rubber at the same price. 

The CuarrmMan. But such a large percentage of your total produc- 
tion is sold to Goodrich, which in turn gets its profit from the public 
through the price of its finished article. I am not arguing with you. 
This was suggested yesterday in the testimony, that that is why you 
were willing to pay even more than the Commission thought was a fair 
full value, 

Mr. Burr. I did not understand it that way—that they thought it 
was more than the full fair value. 

The Cuatrman. What I meant is their report showed clearly that 
they said $9,500,000 was a fair full value. 

Mr. Burr. They stated they did not wish to receive bids lower than 
$9,500,000. 

The Crarrman. I think their testimony indicates they were very 
pleased to receive more than they would have demanded as a minimum. 

Mr. Burr. Well, if you were in an auction sale and really wanted 
the property, you would go up to the point I would think that you were 
willing to pay for it. 

The Cuarrman. Mr. Burt, the Senator from Indiana just sent me 
word that he would like to ask you some questions, but that he has an 
engagement at 11:45. I also have an engagement. Would it be too 
inconvenient if you would come back at 2: 30? 

Mr. Burr. I certainly will, sir. 

The Cuamman. I do not think it will take much longer. T per- 
sonally am about finished, and I thought we would be through with 
you. The Senator apparently is unexpectedly detained. 
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Mr. Burr. I will be glad to be here. 

Senator Bricker. Could I ask a couple questions before we recess! 

The CHatrman. Yes. Will you excuse me, please. 

Senator Bricker. I just have a couple of questions. They do not 
particularly involve the question of the sale, but you are going to 
convert those two lines to production ¢ 

Mr. Burr. We will convert as fast as we can see the demand for 
rubber; yes, sir. I am sure we will convert one of the lines imme- 
diately, so that we can be flexible and make either kind of rubber. 

Senator Bricker. The demand for cold rubber is increasing ? 

Mr. Burt. Yes. Cold rubber is a lot better than the hot rubber for 
most purposes, which includes tires and belts. 

Senator Bricker. Especially for tires ? 

Mr. Burr. Mostly in tires. 

Senator Bricker. You mentioned the cost of the butadiene recov- 
ered from alcohol at Louisville as being 2 or 3 cents higher ? 

Mr. Burr. Three and one-half. 

Senator Bricker. Do you see a possibility of that price being 
brought down to a competitive position with the petroleum product! 

Mr. Burr. I am not too familiar with that, but it goes back as I 
understand it to the price of molasses out of Cuba. 

Senator Bricker. The Louisville plant is producing its alcohol out 
of molasses ? 

Mr. Burr. Yes, sir. Well, it is producing out of alcohol that has 
been made in turn somewhere else out of molasses, or burnt sugar. 

Senator Bricker. I am interested in the possibility of producing 
alcohol from grain. Do you have any idea about the cost of that? 

Mr. Burr. There was quite a lot of that done during the war, and 
the cost of that butadiene was 50 to 60 cents a pound. 

Senator Bricker. That was the reason the plants, except one I think 
which is now in standby, were abandoned ? 

Mr. Burr. That is right, sir. As soon as the petroleum plants were 
able to take care of the needs the alcohol plants were shut down, but 
they have been started up a couple of times when the demand for 
rubber got big. The Government started those plants up. 

Senator Bricker. Do you know where the alcohol is made for the 
Louisville plant ? 

Mr. Burr. The Publicker people are the ones that have that plant 
in the East. They have ovat alcohol plants, and some down in 
Louisiana and some in Philadelphia. 

Senator Bricker. Practically all of them make it from molasses ? 

Mr. Burr. I would expect so. Certainly not grain. 

Senator Bricker. I think that isall. We will recess until 2: 30. 

(Whereupon, at 11:48 a. m., the committee recessed, to reconvene 
at 2: 30 p. m., this date.) 


AFTERNOON SESSION 


The Crarmman. Mr. Burt, would you come forward, please. The 
Senator from Indiana would like to ask you some questions. 

Senator Carrnart. This may have been already covered. How 
much money, if any, will you spend in reactivating this plant? 

Mr. Burr. As you know, this plant can only make hot rubber at 
this time. In order to convert even 2 lines of this to cold rubber so 
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that we will be competitive on two-thirds of the demand for syn- 
thetic rubber right now—in order to convert the 2 lines completely 
to cold rubber would cost something between $5 million and $6 million, 
plus the boiler plant we would have to build down there. Up to this 
time we have bought power from the Carbide & Carbon, and that 
contract runs out a year from this June. We probaby won’t do that 
all at once. We will start one line on hot rubber and then proceed 
to convert part of the plant to cold rubber as conditions and demand 
increases. 

Senator Carenart. That will cost about how much money? 

Mr. Burt. To do the total thing it will cost around $6 million. 

Senator Capenart. Are you going to spend more or less money 
than any other purchaser would be required to spend ¢ 

Mr. Burt. No, sir—not if they want to be competitive. 

Senator Capenart. It was brought out here yesterday that another 
purchaser was going to spend $2 million or $3 million or $4 million in 
conversion. 

Mr. Burt. It would not matter who took over that plant. In order 
to sell the output of that plant, you would have to convert a part or 
all of it to cold rubber. 

Senator Capenart. In other words, I think one of the Senators took 
the figure of something like $6 million and added $3 million or $4 
million they were going to spend to convert, getting almost the same 
amount of money you spent for the plant. Will it be required that 
you spend an additional $4 million or $5 million in addition to the 
$11.5 million you paid for it? 

Mr. Burr. That will be necessary, yes, sir. 

Senator Caprnart. Then your costs will be $15 million, $16 million, 
or $17 million, 

Mr. Burt. It would be the same for anybody that went in there. 

+ Carenart. That would be true of you or any other pur- 
chaser. 

Mr. Burr. That is right. 

Senator Carenart. That would have to be done. 

Mr. Burt. We reported to the Commission that on top of the $11 
million, in order to bring this plant up to technological and competi- 
tive conditions, it would cost us about $6 million. 

Senator Cargenart. What is the official name of your company ? 

Mr. Burr. The Goodrich-Gulf Chemical, Inc. 

Senator Carrnart. Are you a separate corporation, or are you a 
subsidiary ? 

Mr. Burr. We are a separate corporation, half owned by the Gulf 
Oil Corp. and half by Goodrich Co. 

Senator Carenart. Are the directors the same as the directors of 
Goodrich and Gulf? 

Mr. Burr. There are some that are common, but we have our own 
board and they are not all members of the board of either one. I 
think there is only one that is a member of the others. 

Senator Carrnarr. You sell entirely to other producers, is that 
right, or fabricators. 

Mr. Burr. Other fabricators, yes, sir. 

Senator Carrnartr.. The Goodrich-Gulf Co. does not do any of 
what we call retailing or wholesaling. 
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Mr. Burr. No, sir, no manufacturing of finished products. 

Senator Carenart. You sell exclusively—— 

Mr. Burr. Raw material. 

Senator Caprnartr. To manufacturers or fabricators, who them- 
selves make the finished product. 

Mr. Burr. That is correct. 

Senator Capresarr. You have nothing to do with any finished 
product. 

Mr. Burr. No, sir. 

Senator Carenart. Is it your intention to do so? 

Mr. Burr. No, sir. I wouldn’t say that we never would, but we 
have no plans. 

Senator Caremart. Are you the president of the other companies! 

Mr. Burr. I am just president of the Goodrich-Gulf Co, 

Senator Capenarr. You operate the plants in Texas? 

Mr. Burr. Yes, sir. 

Senator Carrnarr. And you will operate this plant? 

Mr. Burr. Yes, sir. 

Senator Carenart. But the one company will own them. Is it 2 
or 3 of them you own? 

Mr. Burr. We own the copolymer plant at Port Neches and an 
undivided half of the butadiene plant in Port Neches. 

Senator Carrnart. What percentage of the plants in Texas did 
you agree to sell to small business when you bought them ? 

Mr. Burr. Out of the 90,000 long-ton capacity, we agreed to sell 
15,000 long tons. I testified this morning that this first 8 months we 
have sold at the rate of 19. 

Senator CarrHarr. But at the Institute plant you have agreed to 
sell a larger percentage, have you not? 

Mr. Burr. Yes, sir. As stated in the appendix of the contract of 
sale, of the first 41,000 we would sell 21,000 of the first line. And 
when the second line began operation, we would sell 51,000 long tons, 
And when three lines are in operation, 81,000, if we cam find customers 
to take it. 

Senator CareHart. Do you have any contracts, implied or other- 
wise, to agree to sell hot rubber to Goodrich and Goodrich alone? 

Mr. Burr. We have no contracts with customers as to rubber. 
Rubber has net been sold on contract. In the case of butadiene, we 
do have contracts covering this butadiene we are selling outside of 
our own. 

Senator CareHart. You mean contracts for selling that. 

Mr. Burr. Yes, sir. 

seunten CareHart. But no contracts for selling the finished or hot 
rubber. 

Mr. Burr. No, sir. If a customer wanted a contract, we would 
give it to him. 

Senator Cappnart, Does the Gulf Oil Co. manufacture any rubber 
goods of any kind? 

Mr. Burr. As far as I know, no. 

Senator Carenart. They make no tires? 

Mr. Burr. No, sir. 

Senator Carenart. Norubber products of any kind? 

Mr. Burr. That is right. 

Senator CarprHart. Have they ever in the past? 
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Mr. Burt. As far as I know, they have not. I could not say for 
-ure, but as far as I know, they have not. 

Senator Carppuartr. Your operation in Texas has been successful up 
to the present time ¢ 

Mr. Burr. Yes, sir. 

Senator CaprHart. The plant that you bought. 

Mr. Burr. Yes,sir; we have been successful from the start. 

Senator CarpgeHart. Do you have any control whatsoever over the 
(soodrich Rubber Co.? Is that the official name of the tire company ? 

Mr. Burr. B. F. Goodrich Co. No control, except I have a an 
employee for the last 30. years. 

Senator Carenart. They own half of the stock. 

Mr. Burr. That is right. 

Senator Caprmarr. Inthe company. 

Mr. Burr. That is right. 

Senator CarprHart. Do you happen to know what percentage of 
synthetic rubber the B. F: Goodrich Tire Co, uses as to the raw rubber ? 

Mr. Burr. That.has changed and is changing every day more or less. 
But I believe at the present time they are using between 55 and 60 per- 
cent of synthetic. 

Senator CargnaArtr. What percentage of the tire business does the 
b. F. Goodrich Co. do? | Are they in first place, second, third, fourth ? 

Mr. Burr. They are No. 4, but I would not know the percentage. 

Senator Cargnart. Who is ahead of them ? 

Mr. Burr. Goodyear, Firestone, and United States. 

Senator Carenart. So they are in fourth place as far as the finished 
rubber products are concerned, 

Mr. Burr. As far as tires are concerned. 

Senator Capenart. How do they stand on what we commonly refer 
to as rubber goods ¢ 

Mr. Burr. Well, I imagine in some lines they are first, maybe. 

Renator: Caprenart. What are some of the rubber goods lines they 
make ¢ 

Mr. Burt. They make beltings, they make boots and shoes, they 
make all kinds of industrial products. There are some 32,000 different 
products. I guess they make most of them. 

Senator Carruart. Rubber items? 

Mr. Bur. Yes, sir. 

Senator Cargnart. Is that true of the other large manufacturers— 
do they make as many different items / 

Mr. Burr. Some make more and some less. Goodyear and Fire- 
stone, as I understand, have been principally tire manufacturers. They 
have gone into these other businesses. But I believe for all of them 
of course the tire is the big thing. 

Senator Capenart. You are buying this plant for $11.5 million. I 
believe the net depreciated book value is about $4 million, and it cost 
originally $18 million. What would it cost today to duplicate the 
facilities of the Institute plant? 

Mr. Burr. Well, of course to duplicate the facilities 

Senator Carrnarr. Let me put it this way. What would it cost you 
to increase the capacity of your Texas plant to make the 122,000 tons 
you are going to make! 

Mr. Burr. I made a statement this morning that I thought it would 
be $15 million to $16 million. 
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Senator Carenarr. Then if you are going to put an additional $5 
million in here, why could you not build a new plant? 

Mr. Burr. We could have. And as I remarked in my statement, we 
had made plans to do that. But when this sale came up, we decided 
to bid on the plant and hold our other plans in abeyance until we 
found out. We can get into business a little sooner this way. 

Senator CapeHart. I suppose you would not feel particularly badly 
if you did not get this plant; would you? 

Mr. Burr. Well, I would feel bad, because I would like to get into 
business sooner, and I would like to take care of our customers, take 
care of the demand. . 

Senator Carrnart. Is this an ideal spot to make synthetic rubber’ 

Mr. Burr. It isn’t maybe ideal. It is in a good location because it 
is close to the rubber users, the big rubber users, in the northeast part 
of the United States and the central part of the United States. It has 
the disadvantage that it is a long way from the butadiene facilities. 

Senator Carprnart. Where is the closest butadiene facility? 

Mr. Burr. The closest cheap butadiene sources are on the gulf 
coast—from petroleum. Weare going to have to purchase—— 

Senator Capenart. How about Louisville? 

Mr. Burt. That is high priced, because it is made from alcohol. 

Senator CarrHart. Which is made from grain. 

Mr. Burr. No, it is made from molasses, probably. It could be 
made from grain. 

Senator Carenart. Is grain more expensive than molasses? 

Mr. Burr. Very much. 

Senator Carpenart. And molasses is more expensive than petroleum 
products. 

Mr. Burr. Yes, sir. 

Senator CarrHart. But we have to find some way some of these 
days to use up the grain. 

Mr. Burr. Well, I’m afraid if you want cheap rubber, 23-cent rub- 
ber especially,;that you won’t be able to—— 

Senator Coeanediee: The chairman says it is immaterial and that I 
am getting off the subject. 

. The CuarrmaNn. I said unfortunately it is our problem and not Mr. 
urt’s. 

Senator Caprnart. I think those are all the questions I have. 

The CHarrman. What is the capital of your company? What is 
invested in your company ? 

Mr. Burr. Our capitalization at the moment is $4 million. 

The Cuarrman. That much common stock? 

Mr. Burt. Yes, sir. 

The Carman. How much money have you borrowed ? 

Mr. Burr. Well, if you remember, our first purchase was $26 mil- 
lion and $13 million, which is $39 million, down at Port Neches. We 
had to pay the Government 25 percent down, and instead of taking 
a loan from them, we borrowed that money in order to pay the Gov- 
ernment cash. 

The Cuarrman. You do not have any difficulty raising cash from 
ee “ your parent companies, do you? They are well fixed; are 
they not 


r. Burr. Itismy understanding. I hope they keep that way. 
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The Cuarrman. What is the cost of shipping butadiene from Louis- 
ville to Institute? 

Mr. Burr. For each pound of rubber, as you know, it takes eight- 
tenths of a pound of butadiene; to make 1 pound of rubber. So that 
the freight rate on the butadiene from Port Neches to Institute, con- 
verted into cost of a pound of rubber, is 1.11 cents. Just to go on, from 
Louisville it is 0.66. 

The Cuarrman. So the freight rate is less, but the cost of the in- 
gredient itself—how does that compare? 

Mr. Burr. Well, butadiene, if you were going to buy it from Pub- 
licker at Institute, it is going to cost us 17.5 cents a pound. The buta- 
diene from the Port Neches area is the trade price, which is 14 cents at 
the moment. That is a difference of 3.5 cents. And eight-tenths of 
that, of course, goes into a pound, so it adds about 2.5 cents. 

The Cuarrman. How do the shipping charges to Akron from Insti- 
tute and from the gulf compare? Is it much cheaper from Institute 
than it is from the gulf? 

Mr. Burr. Well, I have only got an average freight rate here on the 
cost of shipping rubber from Institute to the areas that Institute would 
take careof. That is 83 cents. The freight rate on rubber from Port 
Neches to this same area is around $1.34. 

The CHatrMan. So you have some saving there. 

Mr. Burt. We have some savings. 

The Cuatmrman. I do not know whether you testified as to this this 
morning; but is it your intention to sell the rubber made at Institute 
for 22 cents? 

Mr. Burr. Those are our plans at the present time? We have to 
stay competitive, of course. 

The Cuarrman. One last question. You are paying a little over 
$11 million for this plant. 

Mr. Burr. The $11 million is our bid and the $330,000 is for some 
extras that are at the plant. 

The Cuarrman. You think it would cost you $6 million to convert. 
That is $17 million, is it not ¢ 

Mr. Burr. Yes, sir. 

The Cmarrman. You could build a plant in Port Neches for about 
the same amount. 

Mr. Burr. About the same price. 

The Cuatrman. It could not be that you bought this plant at Insti- 
= rr in order to prevent another competitor getting the business, 
could it 

Mr. Burr. No—not that kind of money, sir. The advantage is that 
we will probably be in business about 6 to 10 months ahead of what we 
could if we had to build our own. 

The Cuarrman,. I thought maybe that was one of the reasons you 
were willing to pay more than what the Commission said was a fair 
market value. 

Mr. Burr. No, sir. As I said this morning, we did not know what 
the other six fellows were going to bid. 

The Cuarrman. Does it embarrass you any to be told that you paid 
$2.5 million more than you had to pay ; 

Mr. Burt, T was hoping I omnia never hear that . 


The Cramrmwan. t is the president of Goodrich going to say to 
you when he find that out ¢ 
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Mr. Burr. All he said when I told him what we paid—he said “You 
did?” And that was it. 

Senator Carrnart. I would like to put on the business hat for a 
moment and just make this remark. It is not quite comparable, but 
almost. As a businessman, I would like to sell something at $11 mil- 
lion and then get 52 percent of the profits for the next years, and that 
is what the Federal Government is doing in the sale of this synthetic 
plant. They are selling it at $11 million and then going to get 5z 
percent of the profits in the form of taxes. I remember when I was 
in Venezuela a few years ago, our oil companies had made the sane 
deal down there with the Venezuelan Government for the leases. 

The Cuamman. Mr. Burt, thank you very much. You have been 
a very cooperative witness. I want to thank you for coming down. 

Unfortunately I have to attend another meeting on the gas bill, and 
I will turn the hearing over to the Senator from Indiana to complete 
the hearings. 

Senator Carenartr. The next witness is Mr. Hodges of the Charles- 
ton Chamber of Commerce. I saw Mr. Hodges on the airplane out 
in Charleston, W. Va., a couple of weeks ago and we had a nice trip. 
Before you start I might give you a little plug. West Virginia is 
looking for industry, so if anybody has an idea, they might go to West 
Virginia. 

Now, have you a prepared statement. 

Mr. Hopeers. No, sir. I have not. 

Senator Capenartr. Then you just proceed in your own way. 


STATEMENT OF CHARLES E. HODGES, MANAGING DIRECTOR, 
CHARLESTON CHAMBER OF COMMERCE, CHARLESTON, W. VA. 


Mr. Honers. I want to make a very brief statement. I will try not 
to impinge on the patience of the members of the committee. In the 
first place, I want to say, Mr. Chairman, any reference | may make in 
this presentation is to bidders. If Goodrich-Gulf happens to be the 
high bidder, my reference to Goodrich-Gulf is in the capacity as the 
high bidder here. 

I think it would be helpful to the committee if I just made a little 
capsule presentation of background here, which I think the committee 
ought to have. 

In the 2 days that I have listened to this hearing, I have come to the 
conclusion that there is a great deal of, should I say, nonunderstanding 
about this situation as it relates to this particular plant. 

Now, I am sure that all of us will agree that the Government has 
no special field of operation in the business of synthetic rubber. As 
we look at it in our community, the Government has no more business 
in the manufacturing of rubber than steel, glass, producing coa) or 
anything else. We Teens in our area the Government got into this 
business because of national necessity and because the size and scope 
and imperative need of the industry at the moment was such that 
nobody else could do it except the Government. ‘That was in 1942. 
This Institute plant was one of the first built, and it was only part of 
the facility. There was originally a butadiene and « styrene plant 
and this one. This was the only place in the United States where both 
the synthetic materials were synthesized and then piped a couple 
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of hundred yards across a field and compounded into bulk synthetic 
rubber. 

Now, in 1947 the Government, through the War Assets Administra- 
tion, sold the butadiene-styrene plant and with it all the utilities, in- 
stallations and services for both plants. Then when the Korean war 
came on, Instiute was activated and remained activated for 214 years, 
and finally shut down in September 1953, despite the very vigorous 
pleas and protests of the organization which I have the honor to repre- 
sent. 

In other words, this plant has operated only 214 years out of the 
last 9 years, and it is the only one of the 13 copolymer plants which 
the Government has suspended since the Korean War. I think I am 
correct in that statement. 

Now, I mention this little background because you can see that 
our interests in the situation are quite genuine. And we have watched 
this from the enactment of the Disposal Act in August 1953 until 
now—the procedures of the Government under that act. 

Before I go any further, 1 want to express the hope on behalf of 
my people that the Congress will not let any external, extraneous ques- 
tions on the disposal of this plant enter into its final determinations 
here. Two have already been introduced in my judgment. One is the 
Federal Trade citation of complaint against the company that happens 
to be the high bidder in this instance. Now, it was very clearly 
brought out this morning that this is irrelevant. Most of us do in 
our section of the country for three reasons. 

In the first place, it is a complaint, not a fact. And we assume that 
the determination will be made before the proper tribunal as to 
whether there is any basis of fact or not for the complaint. 

Senator Capenarr. The complaint this morning was a complaint 
of unfair trade practices. 

Mr. Hopers. That is right. 

Senator Caprnart. It has nothing to do with monopolies or monop- 
olistie tendencies—because one could indulge in an unfair trade prac- 
tice if he only owned one-half of one-hundredth part of a given in- 
dustry. I want everybody to know that I am opposed to unfair trade 
practices, just the same as I think anyone is. 

Mr. Hopers. So are we. That is the point I was making. 

Senator Carenarr. But I do not see unfair trade practices hav- 
ing anything to do particularly with monopolies. 

Mr. Hopers. I think it was very well demonstrated this morning. 

Senator CaprHart. The alleged unfair trade practice, of course, 
las to do with distribution. ‘ 

Mr. Hopers. That-is right. And not with production. 

Senator Caprnart. There is not necessarily any connection between 
the monopoly and unfair trade practices. 

Mr. Hopers. Right. The third point on that was that of course 
there are 5 other companies that have been cited in connection with 
this alleged unfair trade practice, and 4 of them happen to be pur- 
chasers of facilities from the Government. This question was not 
raised when the purchases of their plants were considered. I think it 
was brought out at the hearing this morning that this investigatiton 
has been going on for some years. So I think it would be a discrimina- 
tory attitude on the part of this committee to take any consideration of 
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that matter with relation to the high bidder here, when there are four 
other companies that have been cited for the same thing that now have 
their plants—and there is no relaionship, as you point out. 

The second thing that has been mentioned in this hearing is that a 
movement is on foot to introduce a special disposal bill for the Louis- 
ville butadiene plant. I sincerely hope—— 

Senator Carenart. Would you state that again, please. 

Mr. Hopers. There is a bill that has been prepared or is pending 
for the sale of the Louisville butadiene facility that has been leased 
to the Publicker Co. Reference has been made in this hearing. I sin- 
cerely hope the committee will not further complicate its consideration 
of the sale of the Institute plant by deferring approval of that plant 
until this bill goes through. And there has been some indication that 
that could be an alternative procedure. 

I mention those things only by way of introduction to my remarks. 
I haven’t very much more to add, except I want to cover some points 
that have been touched upon in this hearing. 

I want to say that Mr. Burt pointed out this morning—you were 
not here, Senator, and I want you to be sure and get this—that the 
disparity between the shipment of butadiene by water—nobody men- 
tioned by water, it comes right up the river, inland waterway, right 
to the Institute plant—the disparity is only temporary and slight. 
The advantage in freight rates practically offsets it. And with the ex- 
pansion of their butadiene program, Mr. Burt testified, that will put 
the Institute plant in a favorable position over some of the other 
copolymer plants. 

Now! our people, Senator Capehart, are simply astounded, and 
when I say astounded I mean astounded, that there should be any 
lifting of eyebrows about this sale and this sale contract. I personally 
never saw or met anybody connected with the Goodrich-Gulf Co. until 
I came up here to this hearing. All of my friends, and I have many 
of them, are among the three losing bidders. And, of course, we are 
especially tutienataty acquainted with Carbide. As you know, they are 
the biggest manufacturing employer in the State of West Virginia; 
they employ 11,00 people right in my area. And United Carbon Co., 
which the chairman has mentioned several times here, as a competitive 

rchaser, has head offices right in the city of Charleston—one of the 

argest producers of carbon black in the world. And I also have per- 
sonal friends in the Pauley organization. So the only people I didn’t 
know or never heard of, so to speak, in a business way, except by 
reference, were the high bidders on this plant. 

Yet to our people it would bg violative of all the principles of fair 
play that the Government espouses in the dis of these plants to 
do what has been suggested here—pass up this high bid on the assump- 
tion that some sort of ulterior motive underlies it. 

Now, in support of that statement I want to point out something that 
has not been mentioned here. There has been a great deal of reference 
to section 17 of the act and the criteria. But section 16 has not been 
mentioned. And section 16 says that the Commission shall—not 
“may”—use the highest bid submitted as the basis for its negotia- 
tion. Now, that fact has never been brought out here at all. 

Senator Capenart. Shall use it, you say. * 

Mr. Hopees. “Shall,” not “may.” Now, there are three provisos 
attached. One is the bidder must be competent. Another is there 
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must be no presumption against someone who has not been in the 
business before. And the third is that the Commission may, after 
all that, recommend a higher or a lower or the same bid. 

But the act says the Commission shall proceed from that basis on its 
negotiations. 

Now, I mention this because yesterday afternoon at the hearing 
there was some attempt to relate improperly the $9.5 million figure 
on the part of the Commission to the original Goodrich bid. As a 
matter of fact, that was the first bid of the high bidder in this pro- 
ceeding—$9 million. And the Commission was compelled by law 
to start from there. I think we ought to have that clear. 

Now, when you analyze everything that has been put into this 
record since yesterday, what do you get? You simply say that 1 year 
ago the Government sold 11 of these plants at one fell swoop, and 
at that time 1 company got 18.8 percent, by the Attorney General’s 
own finding, of the then-installed capacity to produce bulk synthetic 
rubber. Nobody saw any menace of monopoly then. Nobody raised 
the cry that the American public was about to be bilked. 

As I recall, nearly all of the discussion that surrounded these hear- 
ings last year was based upon whether the Government was reasonably 
compensated for these plants. 

There were either 4 or 5 companies in the sale last year of those 11 
at one time whose capacity exceeded 12.8 percent. 

Now, unless we are completely to disavow the integrity of this Com- 
mission, whose members have spent 2 years doing nothing else but 
investigating these plants, the market and the relative value, com- 
parative value of these plants in the market—unless we are to com- 
pletely disavow the findings—the difference is what? One and one- 
tenth percent of the installed producing capacity. Here is their report 
to Congress, submitted on January 12, which shows that the high 
bidder in this proceeding, if permitted to have his contract carried 
out, he will own 19.9 percent of the installed capacity in a declining 
percentage, as more capacity is developed. That does not include 
Shell’s announced expansion in California, the dimensions of which 
the Commission did not have and could not consider. 

Now, for the Attorney General to find no fault of any kind on the 
grounds of monopoly 1 year ago and he did this in 1 sentence of 1 
paragraph last year—and then come up with a 3-page letter this 
time and raise all this doubt about the Clayton Act, section 7, is 
frankly, honestly, and respectfully, sir, something our people in West 
Virginia cannot understand. 

Now, the question was put to Mr. Burt this morning—‘Well, then, 
according to your statement, Mr. Burt, if it takes $16 million or $17 
million to build a new plant, if we turn this down, that would be 
one way to get the expansion that we want, because you would go to 
Port Neches and build a plant.” Well, that, of course, is what Good- 
rich-Gulf would do. But where does that leave West Virginia? 

It seems to me that the public policy of the Government here, with 
respect to free competitive enterprise, is broad enough to include the 
welfare of a commonwealth that has already been the only one in 
which a Government copolymer plant has been shut down entirely 
since Korea. Here is a sale that tops the record of all the sales that 
the Disposal Commission has made. It recovers for the Government 
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222 percent of the depreciated net book value of the plant as fixed 
by whom, by the Government, not by any purchaser. Now, that com- 
pares with an average of about 150 percent recovery on the other 
plants, if you include the Baytown sale, which was not made with the 
original 11 but made last March or April in a separate act. And if 
you do not include that, the comparison is even more favorable. 

Second, the price which the Commission received here is 60 percent 
of the gross or invested value, I presume, in this plant—$18.5 million. 
This plant has apparently been depreciated on a 15-year basis, the 
depreciated net took value is about $14.9 million, and that makes about 
6.66 percent a year. I assume that is probably the rate, because that 
is not uncommon in the base chemical industry, as you well know. 

We see nothing the matter with this bid. But we see a great deal of 
danger in following any course of postponement in the hope of getting 
a better one. 

Just a year ago this November, 14 months ago, Mr. Pettibone, 
the Chairman of the Commission, made an address before the Rubber 
Manufacturers Association in New York City at the Waldorf Hotel, 
I think it was. At that time, Mr. Pettibone, on behalf of the Com- 
mission, disclosed for the first time that throughout all of the 101, 
months of 1954, in spite of the Commission’s very intense effort, not 
a single offer of any kind had been made or had they been able to 
promote one for the Institute plant. And it was the only one of the 
facilities owned by the Government on which not a single offer of any 
kind was made. 

Senator Carenart. We passed a new bill, of course. 

Mr. Hopers. Yes. That was in November 1954, 14 months ago. 
Now, then, when the market began to pick up rapidly, and by the time 
these first 11 sales of copolymer plants had been effectuated, which I 
believe was by April or last March, a special bill was introduced to sell 
Baytown, which the Commission had turned down because of an inade- 
quate price. You remember that. That was sold forthwith, and the 
report of the Attorney General came to the Congress on the 7th of 
June, and was made final in 30 days by the automatic lapse of any 
complaint, such as we now have here, or any adverse action. 

But in the meantime, Carbide & Carbon Chemical Co., a subsidiary 
of Union Carbide, made the public statement, and made a private 
statement to our office, in June, last June, that if this plant, the 
Institute plant, were reoffered without the defense provision, they, in 
a competitive offering, would be a bidder. We immediately took that 
up. We came down here and had bills prepared. Senator Kilgore 
introduced it in the Senate, Mr. Byrd in the House. And that bill 
proposed to reoffer the plant for sale without the defense clause. We 
took the position that if the Government does not want to operate it, 
which it had not for 2 years, if no private buyer wanted it, and they 
had not bid in 1 year, then we should offer it to someone who would 
use it. Because here we were dealing with a class 4-B labor area of 
maximum unemployment. 

Senator Carrnarr. Where is Institute with respect to Charleston ! 

Mr. Hopers. Six miles from Charleston. So we introduced that bill. 
It went to your committee, this committee, and went to the Committee 
on Armed Services in the House. You immediately referred it to 
the Defense Department for a ruling. I came down here in June at a 
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hearing before the Office of Defense Mobilization, and Dr. Flemming 
reported to us that they would have to recommend to your committee 
and the Armed Services Committee that the defense clause at the time 
be not waived because in any international emergency the resources of 
rubber production of Institute would be needed for the NATO coun- 
tries as well as the United States. 

At that time, Imperial Commodities and two other corporations— 
one of them was the Minnesota Mining & Manufacturing Co.—made it 
known that if the plant were reoffered now, with the defense clause, 
they would be interested. So we promptly had new bills introduced the 
next day. And they were forthwith passed by these two Houses, and 
the Commission immediately advertised, and you have had the results 
that you have here. 

We got 6 bidders 7 or 8 months after there was no bidder at all for a 
year. That shows you how quickly the market can change. 

Now, the gentlemen who would postpone this sale for some reason 
or other—I don’t know, it is utterly incomprehensible to me—would 
want to sacrifice $5.8 million of income in recovery of this plant simply 
to have the ratio of 11 owners in 13 plants instead of 10, or because 
18.8 percent of producing capacity is not monopolistic in its trend but 
19.9 percent is. But since that apparently is the viewpoint of some, I 
respect it, although I think it.is eutting the cheese pretty thin. 

1 simply feel that any postponement of this sale is a calculated 
risk in view of the history of this plant in the past that we cannot 
afford to take, And I sincerely hope it will be the pleasure of the 
committee not to approve this disapproval resolution. 

Senator CaprHart. Thank you very much. You have been very 
helpful. 

I believe it is the wish of the chairman that the chief clerk canvass 
each member of the committee for his position today so we might send 
this bill to the floor tomorrow. I hereby give you my vote right now, 
and you can proceed to canvass the members of the committee, and 
maybe we can send this to the floor tomorrow. 

The hearings are recessed, subject to call. 


(Whereupon, at 3:20 p. m. the hearings were recessed subject to call 
of the Chair.) 





APPENDIX 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION 


Report TO CONGRESS RECOMMENDING DISPOSAL OF THE GOVERNMENT-Ownep 
SYNTHETIC RUBBER PLANT AT INSTITUTE, W. VA 


(Public Law 336—84th Congress) 


RvuBBER PRODUCING FAcILitIES DisPposaAL COMMISSION, 
Washington 25, D. C., January 12, 1956. 

The President of the Senate. 

The Speaker of the House of Representatives : 


Following submission of the report of this Commission to the Congress last 
June, recommending disposal of the synthetic rubber plant at Baytown, Tex., 
Congress enacted Public Law 336 (84th Congress, Ist session) authorizing and 
directing the Commission to proceed with further negotiations for the disposal 
of the synthetic rubber plant at Institute, W. Va. 

The accompanying report indicates in some detail the procedure followed in 
the sale of the plant following negotiations with all bidders. 

Included in this report are the determinations by the Attorney General re- 
quired by the disposal law. Also included are the full texts of the six proposals 
received, the text of the final contract of sale, and other pertinent information 
bearing on the disposal of the facilities. 

The Commission is prepared to effect a prompt transfer of the plant to the 
purchaser unless the Congress should disapprove the sale. 

Respectfully submitted. 


HoutMAN D. PErrinone, Chairman. 


Les.ie R. Rounps, Vice Chairman. 


Everett R. Coox, Member. 
BuGENE HOLLAND. 


SUMMARY OF THE REPORT 


The Rubber Producing Facilities Disposal Commission herewith 
reports to the Congress that the contract of sale executed with 
Goodrich-Gulf Chemicals, Inc., for the GR-S copolymer plant at 
Institute, West Virginia, supplemented by a further payment at 
the time of transfer for spare parts and equipment, will return to 
the United States Treasury a total of approximately $11, 333, 000 
This total is made up of the following items: 
Contract sale price for the plant. 
Spare parts and equipment (estimated) 
l 


The Commission advised the appropriate committees in Congress and the press 
on December 20, 1955, that a contract of sale had been signed with Goodrich-Gulf 
under provisions of Public Law 336 (84th Congress, Ist Session). 

This Report details the facts surrounding the recommended sale of the Institute 
plant, and the Commission summarizes its position as follows: 

(1) The Government will receive a full fair value for a facility which has 
not operated since September 1953, and which costs the Government approxi- 
mately $240,000 a year to keep in standby. The contract sale price is more 
than $6 million above the net book value of the plant as of October 31, 1955. 
Page 10 of the Report. 

(2) The bid of Goodrich-Gulf was the only offer before the Commission 
which represented full fair value. The alternative to sale to that company 
was the continuance of the plant in standby. Page 11 of the Report. 
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(3) Operation of this plant by Goodrich-Gulf, in the opinion of the Com- 
mission, will ensure continued strong competition in synthetic rubber manu- 
facture. With the acquisition of this plant Goodrich-Gulf will have about 
19.9 percent of the nation’s GR-S synthetic rubber capacity, in view of the 
announced expansion plans of the synthetic rubber plants. Expansion plans 
already announced or under way will bring this capacity up to 1,091,900 
long tons. Page 13 of the Report. 

(4) Goodrich-Gulf has agreed to make available to small business enter- 
prises 81,000 long tons of the 122,000 long-ton productive capacity of the 
plant. Page 41A of the Report. 

(5) Production of this plant, with an assigned annual capacity of 122,000 
long tons of synthetic rubber, is important in the face of the sharply rising 
demand for this product. This demand is taxing the productive capacities 
of the Nation’s synthetic rubber-making facilities. Reactivation of the Insti- 
tute plant will be an added bulwark to national defense. The plant will be 
sold with a National Security Clause in the contract of sale which guaran- 
tees that it will be available for the production of rubber for ten years. Page 
11 of the Report. 

(6) The plant drew no bids in the original disposal program reported to 
the Congress last January. It is recommended for sale as the result of 
special legislation. The opportunity to dispose of it at the recommended 
price may never recur. Page 14 of the Report. 

And finally— 
Reactivation of this plant will provide several hundred jobs in an area that has 
not fully shared in the peak employment payrolls of other industrial centers. 


FINANCIAL SUMMARY OF DISPOSAL 


The synthetic rubber industry, born as a Government monopoly in the early 
anxious days of World War II has passed to private ownership. The American 
concept of free enterprise has become a reality. 

Synthetic rubber remains at or near prices in effect under Government owner- 
ship and operation. Purchasers of the plants are spending millions of dollars 
to expand production and improve quality. More jobs have been provided. The 
Government will receive substantial corporate tax payments as a result of 
private operations. 

Confirmation of the soundness of the original Disposal Law and the program 
accepted by Congress is found in the subsequent sales authorized under amend- 
ments to that law. Im the original program formulated in December 1954, no 
bid was received for the Institute plant; the only bid for the copolymer plant 
at Baytown, Texas, was rejected as too low, and no firm offer was made for 
a fleet of 447 pressurized tank cars used in connection with the manufacture of 
synthetic rubber. 

Once the industry was firmly established in private ownership without Govern- 
ment competition, the two copolymer plants and the tank cars have brought from 
industry a total purchase price in excess of $20 million. 

The Commission is pleased to present the following financial resume of the 
disposal program : 


Net book value (Cost less depreciation) of all capital assets $127, 617, 000 
All plants and other assets except the Institute 


Institute plant_ 


Accumulated deficit during entire period of Government operation 
(Debit in Profit and Loss account) 


Total remaining investment or net cost. 


Amount realized from Disposal Program : 
Sale of all plants (except Institute) and the tank cars 
Sale of Institute plant 


Total amount realized_ 


The disposal program therefore produced a recovery in excess of the total net 
cost of the entire program of $22,538,000. 

In addition, the Government still owns one plant (the alcohol butadiene plant 
at Louisville under a three-year lease), some miscellaneous equipment and the 
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Research Laboratory at Akron, the net book values of which ($7,785,000) are 
included in the remaining investment figure of $262,310,000. 

With the completion of the disposal program, the Government no longer wij] 
be engaged in the production and marketing of synthetic rubber. Therefore, 
the net proceeds of the plant sales coupled with the Federal Facilities Corpora- 
tion’s cash balance for the synthetic rubber program, increased by cash proceeds 
of unsold net current assets, including liquidation of accounts receivable, and 
diminished by standby expenses and administrative and other costs will return 
to the Government over $447 million. 

As of this time, cash has been paid for all but three of the plants sold (some 
by the prepayment of mortgages). Slightly over $9,606,000 for the three plants 
is payable over a ten-year period in annual instalments with interest at 4 per cent 
per annum, As security, the Government holds first lien purchase money mort- 
gages on the properties. The Goodrich-Gulf mortgage will bring the. tota) 
outstanding to somewhat above $17,856,000, 


IN CONCLUSION 


The recommended sale of the Institute plant completes the Commission's 
assignment in respect to disposal of the 27 plants and the tank cars which the 
Congress entrusted to the Commission. (Public Law 205, 883d Congress, 1st 
Session.) Congress has approved the sale of 25 plants. One has been issued, 
Sale of the Institute facility remains for Congressional review. 

In harmony with the Commission’s recommendations of last January, the 
National Science Foundation has the responsibility for recommending the Govy- 
ernment’s future participation in rubber research, and it is now engaged in that 
assignment. 

The Rubber Producing Facilities Disposal Commission of three members ap- 
pointed by the President to carry out the expressed policy of Congress——to dispose 
of the synthetic rubber making facilities under stipulated conditions—has served 
to the best of its ability for more than two years. Its members, its Executive 
Director and the small staff recruited for the task have had challenging problems 
and responsibilities. 

The Commission has endeavored to understand the basic positions of Govern- 
ment and industry, acting as an intermediary to iron out conflicting views and 
develop a sound disposal program. Techniques employed may not be valuable 
to other Government agencies having similar responsibilities, but the results 
accomplished afford encouragement to the view that when fundamental principles 
are understood, Government and business can find workable solutions in a spirit 
of cooperation and constructive action. 

The Commission has welcomed the opportunity of serving in the area of this 
philosophy. It stands ready to complete the transfer of the Institute plant, 
wind up its affairs and go out of business. 


LEGISLATIVE BACKGROUND 


Following the sale of the GR-S copolymer plant at Baytown, Texas through 
special legislation (Public Law 19, 84th Cong. 1st Sess.) the Congress in July 
of 1955 acted similarly to sell the GR-S copolymer plant at Institute, West 
Virginia. 

This plant, having an assigned annual capacity of 122,000 long tons of GR-S 
rubber, is the largest of the government-built copolymer plants. It drew no 
bids during the Commission’s original negotiations, and faced a three-year 
standby basis as required by law. 

On July 13, 1955, identical bills were introduced by Senator Harley M. Kilgore 
of West Virginia (S. 2509) and Representative Robert C. Byrd of West Virginia 
(H. R. 7301) which amended the Disposal Act (Public Law 205, 83rd Cong. 
ist Sess.) to direct the Commission to invite proposals and continue negotiations 
for the sale of the Institute plant. 

On July 19, Senator Kilgore’s bill was amended in regard to the time schedule 
of the Commission’s procedure and passed by the Senate as a section of the 
National Defense Production Act. The amendments were technical in nature, 
specifying a 60-day period rather than 30 days for the Commission to receive 
proposals, and a period up to 75 days instead of 60 days in which the Commis- 
sion could negotiate with prospective purchasers, 

The House passed Representative Byrd’s bill on July 20 and sent it to the 
Senate. On July 26, the Senate amended this legislation to conform to the 
Kilgore amendment, and passed it. The House accepted the amendments the 





DISPOSAL OF INSTITUTE, W. VA., RUBBER PLANT 163 


next day. H. R. 7301 became Public Law 336 with the signature of the President 
on August 9, 1955. 

The text of this law appears on page 5A of the Appendix to this report. 

The statutory 60-day period to receive proposals began with the date of the 
President’s signature. It terminated at midnight, October 7, 1955. 


Steps TAKEN TO ELIcIT PROPOSALS 


The Commission advertised for bids on the Institute plant in eleven news- 
papers published in eight cities, on August 15, 1955. The advertisement ap- 
peared in the Federal Register on August 16. A general press release of the 
information preceded these notices on August 11. 

The advertisement is reproduced on Page 2A of the Appendix to this report. 

Reprints of the advertisement were sent to all companies which had shown 
any interest in the disposal program, so that the broadest solicitation of bidders 
was ensured. In the advertisement, the Commission set forth the regulations 
and procedure under which proposals should be filed, and specified that such 
proposals would be received up to midnight, October 7, 1955. In the meantime, 
the Commission prepared detailed Instruction and Information data on bidding 
procedure for prospective purchasers, the press and anyone else interested. 

This material appears on Pages 8A and 4A of the Appendix of this report. 

The brochure on the Institute plant was revised and brought up-to-date. 
These brochures, available to every qualified prospective purchaser on request, 
contained a full description of the plant and equipment; operations detail; 
financial data; photographs; flow charts and other technical information which 
would assist all bidders in preparing their proposals. 

A total of 78 brochures Was sent prospective purchasers in the period to 
receive proposals, The Commission received four requests from prospective 
purchasers to inspect the Institute plant, and all were immediately granted. 

To further promote the plant sale, the Commission on September 21 mailed 
a memorandum to all firms which had evidenced any interest in acquiring a 
plant, from the inception of the disposal program. This special notice called 
attention to the deadline for receiving proposals and pointed out that changing 
conditions in the rubber industry have enhanced the attractiveness of the 
facility. It further stated that the submission of a proposal in no way obligated 
the prospective purchaser. 

On September 22, one Commissioner and several staff members again inspected 
the Institute plant to acquire additional background information and be in a 
better position to discuss the facility in negotiations. Considerable national 
publicity resulted from this visit. 

Through the above mentioned activities, the Commission believes that every 
effort was exerted to stimulate bidding interest in the plant. 


THE PROPOSALS RECEIVED 


By midnight on October 7, 1955, the end of the statutory bidding period, the 
Commission had received six proposals for the purchase of the Institute plant. 
The full texts of these proposals appear on Pages 7A to 34A of the Appendix 
to this report. 
The list of bidders follows: 
Home office 


Goodyear Synthetic Rubber Corp’ Cleveland 

Goodyear Synthetic Rubber Corp.*___------------- Akron 

Imperial Commodities Corp.’_-.--.--------------~. New York 

Edwin W. Pauley Los Angeles 

Union Carbide & Carbon Corporation__.....-_-~_-_ New York 

United Rubber & Chemical Company ° Charleston, West Virginia 


1 Bid withdrawn, December 16. 


? Bid conditionally withdrawn, November 21, formally withdrawn December 19. 
® Bid withdrawn, November 21. 


On October 10, the Commission ruled that every bidder was eligible for nego- 
tiations, and it so notified each bidder. The list of the bidders was released 
immediately to the appropriate committees in Congress and to the press. 


NEGOTIATIONS 


_As negotiations began on October 25, the Commission first met with each 
bidder individually and obtain additional information on factors, such as ex- 
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pected operating costs and capital improvements, which affected each bid 
price. Once this information was acquired and reviewed, the Commission asked 
all bidders by telephone to indicate their current interest in the Institute plant 
and to submit a revised bid in a sealed envelope addressed to the Chairman of 
the Commission no later than noon on Monday, November 21, after which the 
Commission would decide and announce the next step in procedure. 

On that date, United Rubber & Chemical Company notified the Commission 
that it was withdrawing from further negotiations, and Imperial Commodities 
Corporation stated that it would not increase its bid, and left its status to the 
Commission's judgment. 

The Commission next adopted a procedure whereby the bidders would simul- 
taneously file with the Commission their highest final bids for the plant. The 
best offer so filed which met all the criteria of the Disposal Act was to be the 
basis for a contract of sale, subject to review by the Attorney General. This 
procedure was similar to that followed in the sale of the Houston butadiene 
plant in December 1954, and in the sale of the Baytown copolymer plant in May 
1955. Representatives of all the remaining bidders assured the Commission 
that such a procedure would be satisfactory. 

Meanwhile, and up until the final day, negotiations continued with various 
bidders. Periodic discussions were held during which, among other matters, the 
requirement that a specified percentage of GR-S be made available to small 
businesses was considered. The Commission decided that it would accept no 
figure below 35%. 

On December 9, 1955 the Commission notified bidders by telephone that the 
final session would be held at 9 a. m. on December 19, 1955 at the Commission's 
Washington office, that the procedure used in the Baytown sale would in general 
be followed, and that the Commission expected to be able to advise fully as to 
all details the first part of the following week. On December 13, the Commission 
transmitted the procedure by telephone to four bidders (United Rubber & Chemi- 
cal Company having previously withdrawn) and confirmed it by mail on the 
same day. The fifth bidder (Imperial Commodities Corporation) received the 
procedure by hand delivery to its Washington attorney. December 19 remained 
the date specified for bidders to submit their final amended proposals. The full 
procedure as communicated to the bidders follows: 


Release No. 2—Institute 
RvuBBER PRODUCING FAcILiTiEs DisposaL COMMISSION, 
Washington 25, D. C., December 13, 1955. 


Re: Purchase of the Institute Copolymer Plant 


1. The Commission proposes a method of procedure to determine the buyer of 
the Institute plant and permit timely completion of the contract of sale. There 
is attached to this memorandum a set of rules to govern the proposed procedure. 
The Commission requests that each bidder, upon receipt of this notice, promptly 
note his acceptance of the rules in the place indicated on the form and return 
it to the Commission, or, if in disagreement with such rules, that he communicate 
such disagreement to the Commission promptly by telephone. It is suggested 
that it would be helpful if each bidder would sign and return his approval of 
the proposed rules, and participate in the outlined procedure, whether or not 
he is willing to meet the price hereinafter specified. 

2. It is the present view of the Commission that it is unwilling to recommend 
to the Congress any sale of the proposed facility for less than a price of $9,500,000 
for the fixed dollar amount of Part I of the Tentative Purchase Price described 
in the standard form of sales contract, a copy of which is enclosed. 

3. The Commission, in determining who is the acceptable purchaser, will give 
attention to all of the criteria set forth in the disposal law, but whether the 
purchase price is to be paid in cash or on terms as specified in the law will not 
be a factor in the determination of the purchaser. 

4. In order that all contract matters, other than purchase price, may be agreed 
upon in advance of the application of the proposed procedure, the Commission 
requests that attorneys for all prospective purchasers contact counsel for the 
Commission for the purpose of resolving such contract matters prior to 
December 19, 1955. 

RUBBER PRODUCING FACILITIES 
DisposaL CoMMISSION, 
, By Harotp W. SHEEHAN, 
Acting Secretary. 
Attachments 
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RULES GOVERNING FINAL PROPOSALS ON INSTITUTE COPOLYMER FACILITY 


(Plancor 980) 


At 9:00 A. M., December 19, 1955, in Room 1047, 811 Vermont Avenue NW., 
Washington, D. C., the Commission will receive amended proposals for the 
purchase of the Institute copolymer facility. Prior to the submission of these 
proposals, each participant will have agreed to the following rules: 


1. Each participant will sign a contract of sale prior to the submission 
of amended proposals. 

2. Hach participant agrees that his today’s amendment will be his final 
proposal, and that the amount thereof will not be less than his previous 
highest proposed amount. 

8. Each participant agrees that his proposal will state only one fixed dollar 
amount, 

4. Each participant agree that he will not seek to revise his proposal after 
it is lodged with the Commission. 

5. The Commission will receive the proposals of the participants, in the 
presence of their representatives, and will at once name the participant 
meeting all of the statutory criteria who has filed the highest proposal and 
will announce the amount of that proposal. 

6. The Commission will immediately execute a contract with the par- 
ticipant chosen pursuant to paragraph 5 of these rules, and will promptly 
submit such contract to the Attorney General for review. 

The procedure outlined above is acceptable to the undersigned. 


(Title) 

Goodyear Synthetic Rubber Corporation formally notified the Commission on 
December 16 that it was withdrawing from negotiations. On the afternoon 
of the same day, counsel for Edwin W. Pauley telephoned the Commission from 
Los Angeles that Mr. Pauley would be represented and his representatives would 
participate in the proceedings on December 19; that he would file a higher bid, 
but that he was unwilling to sign an acceptance of the rules governing the 
procedure. 

When the four remaining bidders gathered in Washington on December 19, 
all four signed contracts of sale before the meeting, and signed acceptances 
of the rules of procedure were filed on behalf of all bidders but Mr. Pauley. 
The Commission handled this situation by returning to the three other bidders 
their signed acceptances to the rules. Otherwise, the procedure remained the 
same and all four were declared eligible to participate. The Commission an- 
nounced that, as had been stated in the form of procedure, final bids were being 
called for. It further announced that, in exercise of its statutory right, nego- 
tiations for the Institute plant would terminate that day with the signing of a 
contract of sale. The Commission, after a discussion of the procedure by all 
participants, invited sealed proposals to be submitted. 

At this point, Imperial Commodities withdrew officially from negotiations, 
leaving only three bidders in the running. The sealed bids were filed. The 
Commission withdrew, reviewed the bids and decided to accept the proposal 
of Goodrich-Gulf Chemicals, Inc. This decision was announced to the group, 
and a contract of sale was executed. 

Below is a tabular resume of the successive bids made in the course of nego- 
tiations: 


Original Bid No- Bid De- Final bid 
Bidder vember camber iat Pre 


Goodrich-Gulf Chemicals, Inc 

Goodyear Synthetic Rubber Corporation 
Imperial Commodities Corporation 
Edwin W. Pauley 

Union Carbide & Carbon Corporation 
United Rubber & Chemical Company 


! Withdrawn Dec, 16. 
2 Withdrawn Dee. 19. 
+ Withdrawn Nov. 21. 
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THe PRINCIPAL TERMS OF SALE 


Institute purchaser: Goodrich-Gulf Chemicals, Inc. 

Price paid.» $11,000,000 

Terms : 25% on closing date, balance in quarterly installments 
Gross book value, October 31, 1955, $18,398,000 

Net book value, October 31, 1955, $4,968,000 

Assigned annual caapcity : 122,000 long tons 


The Institute plant was sold pursuant to the same basic form. of contract used 
in the previous disposals. Only technical changes were made, The contract is 
reprinted in full on Pages 36A to 42A in the Appendix to this report. 

The purchase price is composed of the negotiated fixed sum for the land, 
structures, and equipment as of June 30, 1955: the cost of net additions charged 
between June 30, 1955, and the transfer date, and the cost of certain plant 
inventory items at the time of transfer. The fast two figures, to be determined 
by the accounting records of the Federal Facilities Corporation, will not be 
definitely fixed until the transfer date and can only be estimated at this time. 

The appendix to the contract contains, among other matters, a statement of 
the purchaser’s corporate affiliations, its intention to operate the facility, and 
its binding contractual commitment to make available to small-business enter- 
prises 21,000 long tons when one line is operating, 51,000 long tons when two 
lines are operating, and 81,000 long tons when all three lines are operating. 
Page 41A of the Appendix to this Report. 

In the Appendix to the contract of sale, the Commission has agreed that, to 
the extent of the Government’s powers under the outstanding patent and related 
agreements covering synthetic rubber, entered into during and after World 
War II between the Government and parties claiming some patent position in 
the field, it will help the purchaser obtain any necessary rights. The Commis- 
sion also agreed therein to make available to the purchaser the results of Gov- 
ernment financed research in the synthetic-rubber field. This agreement by 
the Commission in the sale of the Institute plant is identical to that used in 
the earlier contracts for the sale of other copolymer plants and assures that 


adequate rights to patents and technical information are available to the 
purchaser. 


NATIONAL SECURITY 


Section 7 (h) of the Disposal Act (Public Law 205, 83rd Cong., Ist Sess.) states: 
All contracts of sale and instruments in execution thereof shall contain a 
national security clause having terms, conditions, restrictions, and reserva- 
tions which will assure the availability of the rubber-producing facilities, 
or facilities of equivalent capacity, for production of synthetic rubber and 


the component materials thereof for a period of ten years from the date of 
the contract. 


The purchaser of the plant at Institute has signed the identical National 
Security Clause which was signed by the purchasers of all other plants. This 
clause is Section 24 of the contract of sale for the Institute plant and it appears 
on pages 39A and 40A in the Appendix to this report. 

The Commission is satisfied that all Congressional terms and safeguards for 
national security have been met, just as they were met in the previous disposals 
of the other plants. 


COMPETITIVE INDUSTRY 


In the Commission’s view, sale to Goodrich-Gulf provides for the development 
within the United States of a free competitive synthetic rubber industry and 
does not permit that company to possess unreasonable control over the manu- 
facture of synthetic rubber. This is the criterion of sale stated in Section 1! 
(3) of the Disposal Act. Its satisfaction must, of course, be viewed in the 
context of the proposals submitted and also in light of the other criteria of 
Section 17, particularly criteria (1) and (5). 

Section 17 (1) requires that the disposal be designed best to afford small-busi- 
ness enterprises and users, other than the purchaser of a facility, the opportunity 
to obtain a fair share of the end products of the facilities sold and at fair prices. 
The Commission has always been convinced of the necessity of safeguarding the 
competitive position of small businesses, and is aware that the Congress places 
equal stress on this criterion. Goodrich-Gulf has agreed in the appendix to its 
contract to make available to small businesses, at fair market prices, 50% of the 
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produetion of the first line of the Institute plant and about 73% of the produc- 
tion of the next,two lines. (Each line represents one-third of the capacity of the 
plant.) On the basis ef capacity, this amounts to. 81,000 out of 122,000 long tons. 
This is the largest firm commitment in favor of small business offered by any of 
the bidders. It is net. strange that the firm commitments in favor of small busi- 
ness effered by the other two bidders on December 19 were below that.of Goodrich, 
Gulf. To make operation of the plant economically feasible, any purchaser who 
was not himself,alarge user of rubber would: have to obtain a contract from a 
large rubber user: for a substantial part of the plant’s output. 

The Commission, is, aware that sale to a company, presently unconnected with 
synthetic-rubber manufacture would have resulted in a broader industry base. 
However, the Commission was bound also by eriterion 17 (5), a criterion equal 
in stature and force with 17 (8). Section 17 (5) of the statute requires that full 
fair value for the facility be received by the Government, taking into considera- 
tion the statutory policy of establishing a free competitive synthetic-rubber indus- 
try. It is clear that Congress intended, both from the statutory setting of the 
two criteria and from the reference in 17 (5) to a competitive industry, that the 
criteria must be harmonized and that both must be achieved in any sale. In light 
of the proposals filed, sale to Goodrich-Gulf is the only sale that satisfied both 
criteria. 

The Commission is aware of the discretion vested in it by Section 16 to recom- 
mend sale of the facility at a price below the highest amount offered for the 
facility. . However, this discretion is clearly limited. by the requirement that, in 
any sale, the Commission obtain full fair value for the plant. 

The next highest proposal, below the $11,000,000 offer of Goodrich-Gulf, was 
$5,800,000 ; $5,800,000 is not full fair value for this plant. 

While the Commission was willing, in proper circumstances, to exercise the 
discretion granted it by Section 16, those circumstances did not exist. Sale at 
the second highest price could not return full fair value for the plant and, of equal 
importance, sale at the second highest price would not provide for the develop- 
ment of a competitive synthetic-rubber industry... On the contrary, rather than 
placing the purchaser of Institute in a true competitive relationship with the 
other plants of the same relative size, it would place the comparable producers 
potentially at a most unfair and unwarranted competitive disadvantage vis a vis 
the Institute plant. Depreciation charges and interest on borrowed purchase 
money are substantial elements of cost of manufacture. Return on capital invest- 
ment is another important item. These elements are all related directly to the 
purchase price of the facility and, in turn, can influence the selling price of the 
product. A lower price for the Institute plant not warranted by technological 
characteristics of the plant or its location would give the buyer the advantage of 
lower operating costs and could, therefore, result in an important competitive 
imbalance, 

The Commission has consistently believed that substantial price discrepancies 
not justified by actual plant differences work a competitive injustice. At page 21 
of the Commission’s Report to the Congress of January 24, 1955, appears this 
statement: 

“It was apparent to the Commission that prices paid for comparable facilities 
must bear a relationship with each other. Otherwise, a free competitive indus- 
try is not being established from the outset.” 

This leaves sale to Goodrich-Gulf as the only sale the Commission could possibly 
recommend and still meet the full fair value criterion, thus avoiding the unbal- 
anced competitive situation described above. The question then becomes: Does 
sale to Goodrich-Gulf provide, as the statute requires, for the development of a 
free competitive synthetic rubber industry without permitting that company to 
possess unreasonable control over the manufacture of synthetic rubber? 

The Commission firmly believes that it does. 

The Commission has watched with keen interest the continued increase in de- 
mand for GR-S, an increase which began shortly before the disposal, in April 
1955, of the majority of the plants and which has continued to this time. The 
burgeoning demand for synthetic rubber has been taxing the capacity of all of 
the GR-S plants sold, including the Baytown plant transferred in July 1955. It 
has seemed to the Commission to be inevitable that plant expansions would be 
undertaken by the purchasers, and they have been. Public announcements of 
plant expansions have been made by six purchasers. Many of these expansions 
are now underway. Estimated completion dates, where announced, range from 
December 1955 to early 1957. The Commission has reason to believe that all of 
the others, with the exception of Goodrich-Gulf, )p)lan expansion in the near future. 
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Goodrich-Gulf has not undertaken any expansion program, apparently prefer 

to achieve any major increase in capacity by the purchase of the Institute facility, 
That company has informed the Commission that a “bottleneck removal” program 
has increased capacity at its Port Neches plant by 5,000 long tons. 

A further, and most significant, vote of confidence in the synthetic rubber indus. 
try was the recent announcement of plans to consctruct the first new GR-S plant. 
General Tire & Rubber Company and El Paso Natural Gas Company have an. 
nounced plans to build an integrated synthetic rubber complex at Odessa, Texas, 
A 40,000 long ton copolymer plant will be built plus facilities for the production 
of butadiene and styrene. Construction will commence immediately, and GR-S 
production is expected by July 1, 1957. 

The new plant, and the expansions of existing facilities, are but the first step 
in the continued growth of this new industry. Recent announcements of new 
types of synthetic rubber that are virtually the equivalent of natural rubber are 
further spurs to the industry’s growth. In addition, rubber demand and supply 
forecasts, both of industry and Government, point to the need for a sharp increase 
in synthetic rubber capacity in the near future. 

The synthetic rubber industry is far from static. Its structure today will not 
be its structure of tomorrow. New plants will, indeed almost must, be built. The 
Commission believes that there will be sharp competition among present pro- 
ducers, and new ones, to share in the progress of this industry. 

The Commission realizes that any statistical table mirroring a growing indus- 
try is of only current validity. With this qualification, the following table has 
been prepared, showing the makeup of the GR-S industry at various stages of 
disposal. 


Including Institute and 
current announced 
expansion to 1,091.9 
thousand long tons 


Tn thousands 


of long tons | Percent 


Institute 
Goodrich-Gulf__.............-.---- 3 
American Synthetic 

Copolymer 
Firestone-Akron.._..........--.....- 
EPONA WO oss eiiscccccbusdaend 
General Tire (new plant) 
Goodyear-Ak 


United States Rubber 
United Rubber & Chemical 


theSSSRSS85238 
2323322533323 


1 Goodrich-Gulf plus Institute equals 217,000 long tons or 19.9 percent. 

2 Shell has announced that capacity will be ‘‘materially increased’’ but assigned no figures to the ex- 
pansion, In the absence of a specific figure, no expansion could be reflected in the table. The effect of 
this expansion will be to reduce all other percentages. 


The most relevant columns are the last two which take into account an- 
nounced new plant and capacity increases, for it is into the industry as it is 
already-changing and as it will exist after expansions that the Institute plant 
will fit. Purchase of the Institute plant by Goodrich-Gulf will give that com- 
pany only 19.9% of of GR-S capacity, which is 2.5% above Firestone at 17.4%. 
(When unannounced expansions occur, Goodrich-Gulf’s percentage will de- 
crease.) This will make Goodrich-Gulf the largest producer of GR-S in the 
country. However, its position will not differ appreciably from the 18.8% of 
eapacity held by Firestone at the time of the first disposal, which was not 
considered by the Commission, the Congress or the Attorney General to be a 
concentration so large as to be fatal to Firestone’s purchase of those two 
plants. At that time, the spread between Firestone and Goodyear, the second 
highest, was 2.2%. 

The position of Goodrich-Gulf, should it acquire Institute, will not be one of 
control. That company will be about on a par with the other three of the 
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so-called Big Four of the rubber industry. In addition, Goodrich-Gulf will face 
active competition from the non-rubber fabricators, Shell, Phillips and United 
Rubber & Chemical, the first two of whom own plants “major” in size. The 
Commission does not fear that, with competitors of the caliber of these com- 
panies and Goodyear, Firestone, and United States Rubber, Goodrich-Gulf will 
be able to control or dominate the field of GR-—S manufacture. 

The mere fact that rubber will once again be available from Institute will 
also help to promote more effective competition in GR-S production and fab- 
rication. GR-S generally is now in short supply. The sale, and consequent 
operation, of the Institute plant will assist in meeting this shortage, a shortage 
that affects both small and large consumers. Immediate production of hot 
rubber at the plant will not only make that commodity more readily available, 
but will also release more cold rubber to the market.. Some plants are now 
diverting some of their cold rubber capacity to the production of hot rubber to 
meet demand. With the production of hot rubber at Institute, the other 
plants can revert, at least in part, to the production of cold. 

Additional cold rubber will become available when one or more lines at 
Institute are converted to cold rubber production. Also, guided by demand and 
the purchaser’s judgment, capacity at Institute can be converted to the produc- 
tion of other types, such as oil masterbatch GR-S and latex. 

These benefits flow from the sale and operation of the Institute plant. The 
alternative to sale to Goodrich-Gulf, in light of the other offers received, was 
the continued standby of the plant, with none of its productive potential available 
to the market. As previously stated, the annual cost to the government of 
maintaining the plant in standby is approximately $240,000. 


Fuitt Far VALvure 


The Commission is satisfied that $11 million represents full fair value for 
the Institute plant. This price substantially exceeds the Commission’s target 
figure of $9,500,000 given to all bidders in the outline of procedure by which 
negotiations were concluded. 

The prices received by the Commission for the larger Gulf Coast plants 
(Houston, Lake Charles, and the two Port Neches plants) provide a starting 
point for the evaluation of Institute. They provide only a starting point, 
however, for Institute differs much more markedly from the major Gulf Coast 
plants than they do among themselves. 

The most obvious difference is capacity; Institute has an all-out capacity 
of 122,000 long tons, some 20 to 30,000 tons more than the comparable Gulf 
plants. 

The most commonly discussed characteristic of Institute is its location. Unlike 
the Gulf plants, it is adjacent to no butadiene plant. Relatively nearby buta- 
diene plants at Louisville, Kentucky, and Kobuta, Pennsylvania (now in stand- 
by), normally make high cost butadiene from alcohol. Lower cost petroleum 
butadiene is no nearer than the Gulf area; cost of its transportation to Institute 
is an important factor. Thus, regardless of source, butadiene, the cost of which 
accounts for more than half of total costs of production, is more costly at Insti- 
tute than at the Gulf Coast. 

A counterbalancing factor is Institute’s relative nearness to the major rubber 
fabricating centers in the Akron area and the northeast. There are, of course, 
rubber fabricating areas in the south and midwest which are either nearer the 
Gulf plants or equidistant between them and Institute. 

The net effect of location will vary with the pattern of demand and produc- 
tion. Bidders’ estimates during negotiations ranged from a net disadvantage 
of two cents per pound of GR-S to zero. One bidder, an experienced operator, 
questioned the existence of any disadvantage, but estimated the maximum at 
two-tenths of a cent per pound of GR-S. 

Certain capital improvements are needed to modernize the plant and make it 
independent, The plant is not equipped to produce cold rubber. It lacks a steam 
plant, presently relying for steam on the adjacent private plant of Union Carbide 
and Carbon Corporation under a contract which expires in mid-1957. It also 
relies on Union Carbide for certain other services. It produces rubber by the 
“batch” rather than the generally preferred “continuous” method. Additional 
butadiene storage, and perhaps barge unloading, facilities may become necessary. 

The Commission does not expect that all of these improvements will be installed 
at once. However, as a minimum reactivation, conversion of at least one line 
to cold rubber manufacture, and construction of a steam plant can be expected. 
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Cost for these projects (assuming reactivation of two lines) has been estimated 
by Federal Facilities Corporation, the last Government operating agency, at 
sane $2,500,000. Various bidders’ estimates for the same projects were generally 
higher. . 

It is the view of the Commission that the recommended sale of the Institute 
plant is not only a full fair price forthe facility, but it might well prove to be 
considerably higher than could be obtained at any future time under changing 
conditions in the industry. 

When the original sales were negotiated more than a year ago, because of 
reduced demand none of the plants was operating at capacity. Natural rubber 
was selling at prices near the prices for the synthetic product. Furthermore, 
there was considerable skepticism as to whether the synthetic rubber industry 
would be profitable under private ownership. Some doubt existed in the industry 
as to whether a successful disposal program could be accomplished. 

Since that time, conditions in the industry have changed radically. Demand 
for all rubber, particularly synthetic, has greatly increased. The plants are all 
operating at or near maximum capacity, and the owners are undertaking or 
planning substantial expanded production. In the meantime, the price of natural 
rubber has more than doubled, which has the effect of greatly increasing the 
demand for synthetic rubber. In light of all of these factors, and when it became 
evident that large risk capital would be available for the synthetic rubber 
industry, interest in the Institute plant increased. If the Institute plant is not 
sold at this time, it seems almost certain that it will depreciate in value as pro- 
duction is increased in other plants. 


UNSoLpD FACILITIES IN STANDBY 


The sale of the Institute plant leaves only the alcohol butadiene plant at Louis- 
ville, Ky., in government hands. As previously reported to the Congress (Bay- 
town Report, June 10, 1955) this plant has been leased for three years to Pub- 
licker Industries, Inc., of Philadelphia. The plant is now in partial production, 
and Publicker has stated that production will be stepped up to meet demands of 
the buyer of the Institute plant. 

The Commission was unable to sell some miscellaneous equipment in the plant 
of the Davison Chemical Co. in Baltimore. The Davison company is the standby 
contractor for this property, at a cost of approximately $2,000 a year. 

All other facilities and property entrusted to the Commission to be sold in the 
original Disposal Act have been sold. 


LETTER OF ADVICE AND FINDINGS FROM THE ATTORNEY GENERAL 
OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., January 4, 1956. 


Hon. HotMAN D. PETTIBONE, 
Chairman, Rubber Producing Facilities Disposal Commission, 
Washington, D. C. 


My Dear Mr. CHarrMAN: This is in reference to your letter of December 28, 
1955 forwarding copies of the report which the Commission proposes to file with 
the Congress relating to the proposed sale of the Institute, West Virginia GR-S 
copolymer plant to Goodrich-Gulf Chemicals, Inc. and requesting our advice pur- 
suant to Section 2 of Public Law 336, 8ith Congress, whether the proposed dis- 
position, if carried out, will violate the antitrust laws. 

The Commission’s. report to the Congress with respect to Institute recommends 
a sale of this facility to Goodrich-Gulf. This plant is stated to be the largest 
of all the Government-built synthetic rubber facilities with an assigned annual 
production capacity of 122,000 long tons of GR-S type rubber. The disposal of 
this facility, representing 14 percent of existing total industry capacity for the 
production of GR-S rubber, to Goodrich-Gulf, the producer having the third 
largest GR-S capacity in the nation, would of course add substantially to the 
position of that company and on the basis of existing production facilities would 
bestow upon that company the largest domestic capacity for the production of 
GR-S. 

This disposal, while creating problems of economic concentration, is not in 
conflict with the prohibitions of the Sherman Act with respect to restraints of 
trade and monopolization. The total plant capacity of Goodrich-Gujf after the 
acquisition of the Institute plant would be 25.2 percent or less. (See United 
States v. Columbia Steel Co., et al., 334 U. 8S. 495, 527-528; United States v. 
Aluminum Co. of America, 148 F. (2d) 416, 424.) I therefore find that the 
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acquisition of the Institute plant, standing alone, does not violate the Sherman 
Act. 

The application of Section 7 of the Clayton Act to the proposed disposal indi- 
cates problems of another nature. An objective evaluation of this proposal must 
take into account the fact that it involves the creation of new private synthetic 
rubber facilities rather than the elimination of such facilities with a concurrent 
lessening of competition. Moreover, we have been informed by the Commission 
that the sale to Goodrich-Gulf is the only sale the Commission could possibly 
recommend, and that failure of the Commission to make this disposal to Goodrich- 
Gulf will result in the elimination of the produetive capacity of this facility from 
the competitive scene for an indeterminate period of time. In these circumstances 
I do not feel that the proposed sale will result in a substantial lessening of competi- 
tion as contemplated by Section 7. To the contrary, it cannot lessen competition 
on the production level, because it creates additional production and eliminates 
no competitor. Perhaps of more importance, it can and should increase competi- 
tion on the fabricating level. 

Section .7 was amended not alone with the primary purpose of preventing one 
corporation from acquiring the stock or assets of another corporation where 
the acquisition may result in a substantial lessening of competition. A tendency 
to monopoly in any line of commerce was also sought to be guarded against. In 
amending Section 7 in 1950, the Congress clearly pointed out that its primary 
purpose was to halt the growth in concentration of economic power through 
mergers and acquisitions and to prevent in its incipiency the growth of monopoly. 

The question accordingly arises as to the extent the Congress intended that 
Section 7 should apply to any and all sales of stock or assets by the federal 
Government. The Act requires the Attorney General to advise the Commission 
as to whether the proposed disposal, if carried out, will violate the antitrust 
laws, and to make findings approving the proposed disposal in accordance with 
the standards set forth in Section 3 (c) of the Act. The Commission has advised 
me that in its opinion no report recommending disposal of the Institute plant 
could be submitted to Congress for review in the event of my disapproval. 

The Congress decided that the Government should, if feasible, get out of the 
synthetic rubber industry. When it enacted Public Law 336 amending the 
Disposal Act of 1953, the Congress, having knowledge of the character of the 
industry, necessarily was aware of the fact that any sale of the Institute facility 
would have some tendency to greater concentration in the synthetic rubber indus- 
try, unless the sale was restricted solely to new producers not presently within 
the industry. No prohibition against a sale to existing producers was incor- 
porated in the Act. With this in mind, and since there exists no expression of 
interpretation of Section 7 from the Supreme Court and no judicial direction 
applicable to a situation where, as here, the sale is by the Government to private 
industry, and where it is subject to Congressional review and approval, there 
seems to exist no precedent to guide me. Were this a private transaction rather 
than a sale by the Government subject to the review of the Congress, I would 
probably request a federal court to enjoin consummation pending a determination 
of legality by the court under Section 7 of the Clayton Act. 

In order, however, to permit the Congress to have the final determination, as 
the law anticipates, I set forth the considerations hereinabove mentioned, and 
am willing to, and do, express the opinion that the proposed disposal of the 
Institute plant to Goodrich-Gulf would not violate Section 7 of the Clayton Act. 

I express no opinion concerning the legality of any programs or activities 
in which the proposed purchaser may engage in the utilization of this property 
nor as to any matters other than whether the proposed sale violates the anti- 
trust laws. 

There is also enclosed for inclusion in your report to the Congress my state- 
ment of findings with respect to the proposed sale as required by Section 9 (a) 
(4) of the Rubber Producing Facilities Disposal Act of 1953, as amended. 

Sincerely yours, 
Hexrsert BRowNELL, Jr., 
Attorney General. 


STATEMENT OF FINDINGS OF THE ATTORNEY GENERAL AS REQUIRED BY SEcTION 9 
(a) (4) oF THE RupBer Propucine Facrmities DisposaL AcT OF 1953, As 
AMENDED BY PuBLIC Law 336 (84TH CONGRESS) 


Section 9 (a) (4) of the Rubber Producing Facilities Act of 1953, as amended 
by Public Law 336 (84th Congress), requires the Attorney General to submit to 
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the Rubber Producing Facilities Disposal Commission a statement setting forth 
findings approving the proposed disposal of Plancor 980, the Institute, West 
Virginia copolymer plant in accordance with the standards set forth in Section 3 
(c) of the Act. Section 3 (c) requires that the disposal be of the type that 
“would best foster the development of a free competitive synthetic rubber 
industry.” 

The Institute, West Virginia copolymer plant is the largest of all the Govern- 
ment-built synthetic rubber facilities, having an assigned annual production 
capacity of 122,000 long tons of GR-S rubber. The GR-S capacity of Institute 
represents approximately 14 percent of the total installed GR-S capacity in the 
United States at the present time. 

The Commission proposes to sell the Institute plant to Goodrich-Gulf Chemi- 
eals, Inc. (hereinafter called “Goodrich-Gulf”), the stock of which company is 
owned 50 percent by the B. F. Goodrich Company and 50 percent by Gulf Oil 
Corporation. Goodrich-Gulf presently has the third largest capacity in the 
nation for the production of GR-S. The sale of this plant to Goodrich-Gulf will 
result in the following distribution of privately owned GR-S capacity: 


Distribution of GR-S copolymer plant capacity 
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capacity 
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of long tons) 


Goodrich-Gulf Chemicals, Inc 

Firestone Tire & Rubber Co 

Goodyear Synthetic Rubber Corp 
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It will be noted from the preceding tabulation showing the distribution of 
GR-S capacity that Goodrich-Gulf, after acquiring the Institute plant, will be- 
come the largest potential producer of GR-S with 25.2 per cent of existing ca- 
pacity; Firestone would rank second with 15.1 per cent; and Goodyear, third 
with 13.3 per cent. These percentages do not take into account any proposed 
expansion of existing capacity. 

The Commission advised us that its decision to sell the Institute plant to 
Goodrich-Gulf was made in the light of all of the proposals filed and is the only 
sale that, in its view, would satisfy the criteria set forth in Section 17 (3) 
and 17 (5) of the Act. Throughout the negotiating period provided by the Act 
the Commission consulted with representatives of this Department in order to 
secure guidance as to the type of disposal program which would best, foster the 
development of a free competitive synthetic rubber industry. Prior to the Com- 
mission’s decision to sell the Institute plant to Goodrich-Gulf, we advised the 
Commission that a sale of that plant to Goodrich-Gulf or to Goodyear Synthetic 
Rubber Corporation would not best foster the development of a free competitive 
synthetic rubber industry, since such disposal would add significantly to the sub- 
stantial position presently held by these companies in the field of synthetic 
rubber. We pointed out that other eligible bidders for the Institute plant are 
not presently engaged in the manufacture of synthetic rubber and that a sale 
of Institute “to firms not presently engaged in synthetic rubber production 
would not only broaden the base of competition but also afford greater assurance 
to small business” of an adequate supply of synthetic rubber in a period of exist- 
ing and anticipated shortage of both natural and synthetic rubber. 

Subsequent to our advice, the Commission informed us that certain of the bid- 
ders had withdrawn their purchase proposals. Moreover, we were advised that 
of the remaining eligible bidders, only Goodrich-Gulf had offered a purchase price 
that met the Commission’s view as to “full fair value.” As a result, the Com- 
mission informed us that, in the light of all of the proposals filed, sale of the 
Institute plant to Goodrich-Gulf was the only one that satisfied the “full fair 
value” criterion. In these circumstances the Commission concluded that the 
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only alternative to a sale to Goodrich-Gulf, in the light of the offers received, 
would be the continuation of this plant in standby “with none of its productive 
potential available to the market.” Under the existing statute, not even the 
Government could utilize this capacity to meet the needs of domestic fabricators, 
except pursuant to further act of Congress (Section 8 (a) (1) of the Act). 

Under the Act my responsibilities are limited to advising the Commission with 
respect to (a) the type of disposal program which would best foster the develop- 
ment of a free competitive synthetic rubber industry, and (b) whether the pro- 
posed disposition, if carried out, will violate the antitrust laws. In view of this 
limited statutory responsibility, I do not undertake to evaluate the validity of 
the Commission’s conclusion that the sale of Institute must be either to Good- 
vich-Gulf or not at all. I therefore accept the Commission’s determination on 
this point. In these premises it is my view that the development of a free 
competitive synthetic rubber industry would be better fostered by bringing this 
plant into active competitive production rather than to allow it to lie fallow. 
I am led to this conclusion because of the current supply-demand situation in 
the rubber industry. We have been informed by the Commission that certain 
types of synthetic rubber are presently in short supply; that a definitive listing 
of the types that are short would require an extensive market survey; and 
that it was not in possession of such detailed knowledge. The Commission has 
advised us, however, that with some variation, GR-S generally is in short sup- 
ply. Since small non-integrated rubber fabricators are generally the first 
group adversely affected by shortages in the supply of rubber, every effort 
should, in my view, be made to insure adequate supplies of rubber to these 
fabricators in order to maintain a broad competitive production base in the field 
of rubber fabrication. The placing of Institute in stand-by would obviously run 
counter to this objective. 

The firm commitment on the part of Goodrich-Gulf to make at least half of the 
Institute product available to small business enterprises buttresses the fore- 
going conclusion. Goodrich-Gulf has agreed to make available to small business 
enterprises at fair market prices fifty per cent of the production of the first line 
at Institute and seventy-three per cent of the production of the next two lines. 
We have been advised by the Commission that this commitment in favor of small 
business is by far the largest firm commitment offered by any of the bidders for 
this plant. 

At this juncture it is appropriate to point out that similar provisions to assure 
small business enterprises a supply of GR-S that were embodied in the contracts 
of sale in the Commission’s first disposal program were the subject of consider- 
able Congressional interest during the hearings on the program. This interest 
turned upon the question of enforcement of the purchasers’ commitments. 
Assurances were given by the plant purchasers that they considered these 
pledges binding upon them. In fact, the President of The B. F. Goodrich Co. 
stated that he considered this commitment both a legal and moral obligation. 
l am, nevertheless, concerned about the future enforcement of these contractual 
commitments when the Commission ceases to exist. 

The Commission has informed us that a number of present GR-S producers 
plan significant expansion of their productive facilities and that a new producer 
has indicated its intention to enter the synthetic rubber industry by the con- 
struction of new productive facilities. We are further advised by the Commis- 
sion that Goodrich-Gulf has planned no additional expansion of its GR-S 
capacity other than the purchase of Institute. To the extent that such expan- 
sion materializes, the share of domestic GR-S capacity that will be held by 
Goodrich-Gulf will be reduced accordingly. 

On the other hand, the purchase of the Institute plant by Goodrich-Gulf may 
have the effect of constricting the supply of butadiene available in the open 
market since Goodrich-Gulf will probably divert some of its butadiene produc- 
tion at Port Neches to supply the raw materials essential to the operation of 
Institute. However, this threat to the supply of butadiene available in the 
open market is offset by the commitment of Goodrich-Gulf, in its contract for 
the purchase of an undivided half interest in the Port Neches butadiene plant, 
to make available approximately 17,000 short tons of butadiene for sale in 
the open market at fair market prices. 

Finally it must be recognized that the sale of the Institute plant at a price 
far below fair value would, in effect, constitute a government subsidy to a 
private producer and would give the buyer the advantage of lower operating 
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costs over other producers and may create a competitive imbalance in the 
synthetic rubber industry. 

Thus, in the particular circumstances involved in this proposal, it is my con- 
clusion that a sale of the Institute plant to Goodrich-Gulf would accord with 
the standards set forth in Section 3 (c) of the Act and is hereby approved for 
submission to the Congress. 

/s/ WerBertT BROWNELL, Jr., 
Attorney General. 
Dated: January 4, 1956. 


NAMES OF PERSONS WHO REPRESENTED THE GOVERNMENT OR PURCHASER IN 
NEGOTIATIONS FOR THE INSTITUTE PLANT 


Negotiators for the Government were Commissioners Holman D. Pettibone, 
Everett R. Cook and Leslie R. Rounds; Eugene Holland and Donald D. Hogate, 
Special Consultants to the Commission. 

Washington Legal Staff of the Commission: Harold W. Sheehan, General 
Counsel ; James M. Wainger; J. Howard Flint. 

Field Counsel: Kay, Casto and Chaney, Charleston National Bank Building, 
Charleston, West Virginia. 

Persons representing purchaser: William I. Burt, President ; John R. Hoover, 
Director ; L. O. Crockett, Vice President ; O. G. Cramer, Assistant Secretary. 

Legal representatives for purchaser: Herbert C. Manning, Howard J. Fast. 


APPENDIX 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION 
INVITATION FOR PROPOSALS 


Pursuant to the Rubber Producing Facilities Disposal Act of 1953 (67 Stat. 
408) (Act), and Public Law 336, 84th Congress, First Session, approved August 
9, 1955, the Rubber Producing Facilities Disposal Commission announces that 
it will receive written proposals for the purchase of the GR-S synthetic rubber 
producing facility at Institute, West Virginia. 

The Commission has recently sold to private industry 25 rubber producing 
facilities and leased a 26th. The Institute facility will, therefore, when sold, 
become part of a recently established private synthetic rubber industry, 

A detailed descriptive brochure relating to the Institute facility may be 
obtained upon application to the Commission. 

The Rubber Producing Facilities Disposal Act of 1953, and P. L. 336, 84th 
Congress, First Session, prescribe in detail, as well as generally, procedural and 
substantive standards pursuant to which the disposal of the Institute facility 
is to be effected. To facilitate compliance with these standards the Disposal 
Commission has prepared Instructions for the Submission of Proposals which 
set forth the requirements of the Commission with respect to such proposals; 
copies thereof will be available upon application to the Commission. 

Subject to the foregoing, the following additional information concerning the 
program of sale is announced : ‘ 

GR-S Plant, Institute, West Virginia: This facility, designated Plancor 980, 
produces GR-S type synthetic rubber from butadiene and styrene. It has an 
annual capacity of 122,000 long tons and is presently in standby condition; 
it was last operated in September 1953. 

The Commission will receive proposals for the purchase of this facility. Such 
proposals shall be in writing and may be submitted at any time through October 
7, 1955, at the office of the Commission, 811 Vermont Avenue NW., Washington 
25, D. C. 

As a condition to sale, the Commission is required to be satisfied that the 
prospective purchaser actually intends to operate the facility for the purpose 
of manufacturing synthetic rubber. The purchaser must also agree to comply 
with the terms of a “National Security Clause” having terms, conditions, restric- 
tions and reservations which will assure the prompt availability of the facility, 
or a facility of equivalent capacity, for the production of synthetic rubber for a 
period of ten years from the date the facility is transferred to the purchaser. 

Proposals for purchase shall provide for the payment of not less than 25% 
of the purchase price in cash; the unpaid balance may be financed by a first lien 
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purchase money mortgage’ maturing in not more than 10 years and providing 
for periodic amortization (amortization in equal annual instalments is not 
required). The interest rate upon the balance of the purchase price represented 
by the mortgage shall be 4% per annum. 

Proposals for purchase shall be accompanied by a deposit of cash or United 
States Government bonds of face arount equal to 244% of the gross amount pro- 
posed to be paid but not exceeding $250,000. Except in the case of a purchaser, 
deposits shall be refunded without interest. In the case of a purchaser, deposit 
shall be applied without interest to the purchase price. 

In the previous sales of the 25 other rubber producing facilities, the Commis- 
sion used standard forms of contract applicable to cash and mortgage trans- 
actions. The same forms of contract will be used for the sale of the Institute 
facility. Copies of the contract forms, which incorporate the full text of the 
National Security Clause, are available upon request from the Commission. 

During a period of not to exceed 75 days following the termination of the 
period for the receipt of proposals, the Commission will negotiate for the sale 
of the Institute facility with those who have submitted proposals. Such nego- 
tiations will be conducted: with due regard to the several purposes of the Act, 
that the disposal of the facility best foster the development of a free competitive 
synthetic rubber industry, afford small-business enterprises and other users the 
opportunity to obtain a fair share of the end product of the facility and at fair 
prices, be consistent with national security and realize full fair value for the 
facility, taking into consideration the policy set forth in Section 2 of the Act. 


Russer Propuctne FAcILITIES 
Disposat COMMISSION, 
811 Vermont Avenue, N.W., Washington 25, D. C. 
HoLtMaN PD. PETTIBONE, 
LESLIE R. ROUNDS, 
EVERETT R. Cook, 
Dated August 15, 1955. Commissioners. 


Rvusser Propuctne Factriitres Disposat COMMISSION, 
811 Vermont Avenue NW., Washington 25, D. C., August 15, 1955. 
INSTRUCTIONS AND INFORMATION IN CONNECTION WITH THE SALE OF THE GOVERN- 
MENT-OWNED RUBBER PRODUCING FACILITY, OFFERED FOR SALE AND TO BE SOLD IN 
ACCORDANCE WITH THE RUBBER PRODUCING FACILITIES DISPOSAL ACT OF 1953 (67 
STAT, 408) (ACT) (EXHIBIT A) AND PUBLIC LAW 366, 84TH CONGRESS, 1ST SESSION 
(EXHIBIT B) 


GR-S Plant (Plancor 980), Instttute, West Virginia 


1. As heretofore officially announced, proposals for the purchase of this Gov- 
ernment-owned rubber producing facility will be received by the Commission 
during the period ending October 7, 1955. 

2. A brochure containing pertinent information with respect to this facility 
may be obtained by interested parties upon request to the Commission. Any 
prospective purchaser desiring to inspect the facility may make application in 
writing to the Commission, and the Commission will make appropriate arrange- 
ments for such inspection. 

3. Proposals shall be in writing, and one duly executed counterpart, complete in 
all details including the amount proposed to be paid for the facility, together with 
five additional counterparts omitting any figures pertaining to the amount pro- 
posed to be paid and to the amount of the deposit required by the Act, shall be 
delivered to the Chairman of the Commission. The fully executed copy shall be 
enclosed in a separate, sealed envelope, marked “Complete Executed Proposal”. 
Among other matters, such proposals shall contain: 

(a) Full and complete identification of the prospective purchaser, together 
with complete details regarding any and all affiliations or associations (arising out 
of stock ownership or otherwise) existing or contemplated in connection with his 
acquisition or operation of the facility. 

(b) A statement of the arrangements or plans, if any, whether formal or in- 
formal, which the prospective purchaser has made for the supply of feedstock to 
the facility. 

The purchase proposal shall also state the arrangements or plans, if any, 
whether formal or informal, which the prospective purchaser has made, or con- 
templates making, for the disposition of the end products of the facility. The 
proposal shall state the general terms and conditions which the prospective pur- 
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chaser would be willing to accept in order to make the end products of the facility 
available for sale to small business enterprises. 

(c) A representation that the prospective purchaser actually intends to operate 
the facility for the purpose of manufacturing synthetic rubber. If the prospective 
purchaser proposes to devote the facility in any part to the production of any 
other product, he shall specify the proportionate use of the facility intended for 
such other purpose, 

(d) Acceptance by the prospective purchaser, as a part of the contract of sale 
and instruments in execution thereof, of the national security clause incorporated 
in the Commission’s standard form of contract of sale. 

(e) In the event that a prospective purchaser claims, or intends to claim, 
directly or indirectly, any “right”, as defined below, with respect to any process, 
device, or product presently in use in the facility, or which is necessary to permit 
the use of the facility for the purpose for which it was designed and constructed, 
he shall include in his proposal to purchase a statement of the basis of his claims, 
As used in this paragraph, the term “right” means right to a royalty or license 
fee, or right to exclusive proprietary interest, or power to grant immunity, or 
right to disclose technical information or trade secrets. 

(f) Agreement of the prospective purchaser to negotiate with the Commission 
for the purchase of the facility at times and places to be established by the 
Commission. 

(g) A clear statement, where a proposal is submitted subject to any conditions 
or contingencies, spelling out fully and separately each such condition or con- 
tingency. 

4. Proposals shall state the amount proposed to be paid for the facility. If 
such amount is not to be paid in cash, then the principal terms of the financing 
arrangement proposed shall be stated. 

Proposals shall further set forth the agreement of the prospective purchaser to 
purchase, with the facility, all raw materials (except feedstocks), supplies, repair 
parts, spare parts, and stores located at, or in transit to, the facility on the 
effective date of the sale at the cost thereof less depreciation, if any, as deter- 
mined by the accounting procedures currently in use by the Government Agency 
having responsibility for operation of the facility. The price to be so paid shall 
be separate from and in addition to the amount designated in the proposal as 
payment for the facility as such, and shall be paid in cash, 

Proposals shall be accompanied by a deposit of cash or United States Govern- 
ment bonds of face amount equal to 24% per centum of the gross amount proposed 
to be paid but not exceeding $250,000. Except in the case of a purchaser, deposits 
shall be refunded without interest and not later than upon the termination of the 
period for Congressional review as provided in P. L. 336. The purchaser’s 
deposit shall be applied without interest to the purchase price: provided, how- 
ever, that upon the closing of the contract of sale, the purchaser shall be required 
to substitute cash equal to the face amount of the Government bonds then held in 
connection with such purchaser’s proposal. 

Arrangements have been made through the Treasury Department whereby the 
Federal Reserve Banks of New York, Chicago, Cleveland, San Francisco, Kansas 
City, and Dallas, respectively, will accept and hold deposits, subject to the order 
of the Commission. Should the services of additional Federal Reserve Banks or 
their branches prove desirable from the standpoint of convenience to prospective 
purchasers, the way has been cleared for utilization of their services also. 

The Act requires that deposits be represented by cash or United States Govern- 
ment bonds. Certified checks, which may be tendered, should be made payable 
to the order of the appropriate Federal Reserve Bank, as fiscal agent of the United 
States, for account of the Rubber Producing Facilities Disposal Commission, and 
will be converted into cash promptly upon receipt. All Government bonds offered 
as deposits must be marketable bonds ; if registered, such bonds must be assigned 
in blank in accordance with the currently effective regulations of the Treasury 
Department. The Banks will, in the case of each deposit, issue an appropriate 
advice of credit or receipt, with copy thereof to be sent to the Chairman of the 
Commission at its Washington office. 

Prospective purchasers should advise in writing the Chairman of the Com- 
mission at its office, 811 Vermont Avenue, N.W., Washington 25, D. C., where 
and when the requisite statutory deposits have been made, making no reference 
to amounts. The deposits will be maintained and handled in accordance with 
the provisions of the Act. Full responsibility for compliance with the statutory 
requirements regarding deposits, including specifically the amount and timeliness 
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thereof, and with the procedure to be followed in making such deposits with the 
depositary banks, rests upon prospective purchasers. 

Payment of the purchase price may be made in part by a first lien purchase- 
money mortgage, in an amount not to exceed 75 per centum of the purchase price. 
The terms of any such mortgage obligation Shall provide among other things for a 
maturity of not more than ten years, periodic amortization (amortization in equal 
annual instalments is not required), and a uniform interest rate of 4 per centum 

r annum. 
re Proposals may be withdrawn or modified at any time during the period for 
the submission of proposals. 

6. Any title evidence, including continuation of abstracts, title certificates, or 
policies of title insurance, which may be desired by the successful purchaser, 
will be procured by him at his sole cost and expense. The Commission will, 
however, cooperate with the successful purchaser, or his authorized agent, in 
this connection. Examination and inspection of such deeds, abstracts, tax 
receipts, affidavits of title, judgments in condemnation proceedings, or other 
available documents related to the title of the premises and property involved, 
will be permitted. 

Standard Government clauses, such as the prohibition against Government 
officials benefiting from the transaction and the covenant against contingent fees, 
shall be incorporated in the contract with a prospective purchaser. 

Any conveyance of the facility shall be made by the Government without 
representation or warranty of title, express or implied. 

Formal instruments of conveyance and security instruments, if any, shall be 
placed of record in the manner prescribed by local recording statutes, all at the 
cost and expense of the successful purchaser, including the cost of Federal 
Revenue stamps. 

7. Prospective purchasers shall submit a brief or memorandum discussing their 
offers of purchase in relation to the several criteria for disposal as set forth in 
the Act, and particularly Section 17 thereof. Such discussion should include a 
general statement regarding the types of business activity engaged in by the 
prospective purchaser, with an indication as to his relative position in each such 
field of activity, with particular reference to the rubber industry, the petroleum 
industry, and that part of the chemical industry which supplies or can supply 
feedstocks for the manufacture of synthetic rubber; an indication as to the 
leading producers in each of these fields of activity ; showing the relative share 
of the total market held by each; the unit production, dollar volume of sales 
and capacity for the production of natural or synthetic rubber products or the 
raw materials necessary for their production controlled by the prospective 
purchaser, and other information of a similar nature. 

8. Prospective purchasers may register with the Commission, if they so desire, 
by advising the Commission in writing of their identity, affiliations and interest ; 
registration shall be deemed to have been effected upon acknowledgment of such 
advice by the Commission. 

9. The Commission reserves the right, upon notice in writing by ordinary mail 
to all persons who shall have registered pursuant to the preceding paragraph, 
and upon such other notice as it may deem reasonable and practicable, to with- 
draw or to modify these Instructions or such other Instructions as it may from 
time to time announce for the submission of proposals, and to require, from any 
person who may have submitted a proposal to purchase, such additional informa- 
tion as it may deem necessary or appropriate to fulfill its responsibilities under 
the provisions of the Act and P. L. 336. Subject to the requirements of the Act 
and P. L. 336, the Commisison reserves the right, in its sole discretion, to 
determine all issues which may arise concerning adequacy as to form or 
substance of any proposal for purchase. Nothing herein contained shall be 
deemed to be a determination of the time or manner in which the Commission 
may proceed further with the discharge of its responsibilities under the Act 
and P. L. 336. 

10. The forms of contract which will be used for either a mortgage or cash 
transaction are available upon request to the Commission. 

RvuspBeR Propuctne FActLities DisPposaL COMMISSION, 
By Harotp W. SHEEHAN, 
General Counsel and Acting Secretary. 





178 DISPOSAL OF INSTITUTE, W. VA., RUBBER PLANT 


PuBLic LAW 336—84rH CONGRESS 
CHAPTER 696—I1sT SESSION 
H. R. 7301 


AN ACT To amend the Rubber Producing Facilities Disposal Act of 1953, as heretofore 
amended, so as to permit the disposal thereunder of Plancor Numbered 980 at Institute, 
West Virginia 
Be it enacted by the Senate and House of Representatives of the United States 

of America in Congress assembled, That the Rubber Producing Facilities Dis- 

posal Act of 1953, as heretofore amended, is amended by adding at the end thereof 
the following new section: 

“Sec. 26. (a) Notwithstanding the second sentence of section 7 (a), the period 
for receipt of proposals for the purchase of the Government-owned rubber-pro- 
ducing facility at Institute, West Virginia, known as Plancor Numbered 980, 
shall not expire until the end of the sixty-day period which begins on the date 
of the enactment of this section. 

“(b) If one or more proposals are received for the purchase of Plancor Num- 
bered 980 within the time period specified in subsection (a), the Commission, 
notwithstanding the expiration of the period for negotiation specified in section 
7 (f), shall negotiate with those submitting the proposals for a period of not to 
exceed seventy-five days for the purpose of entering into a definite contract of 
sale. 

“(c) Within ten days after the termination of the actual negotiation period 
referred to in subsection (b), or, if Congress is not then in session, within ten 
days after Congress next convenes, the Commission shall prepare and submit 
to the Congress a report containing, with respect to the disposal under this sec- 
tion of Plancor Numbered 980, the information described in paragraphs (1) to 
(5), inelusive, and paragraph (8) of section 9 (a). Unless the contract is dis- 
approved by either House of the Congress by a resolution prior to the expiration 
of thirty days of continuous session (as defined in section 9 (c)) of the Congress 
following the date upon which the report is submitted to it, upon the expiration 
of such thirty-day period the contract shall become fully effective and the Com- 
mission shall proceed to carry it out, and transfer of possession of the facility sold 
shall be made as soon as practicable but in any event within thirty days after 
the expiration of such thirty-day period. The failure to complete transfer of 
possession within thirty days after the expiration of the period for congressional 
review shall not give rise to or be the basis of recission of the contract of sale. 

“(d) If, upon ter: iination of the transfer period provided for in subsection 
(e), no contract for the sale of Plancor Numbered 980 has become effective, the 
operating agency last designated by the President shall continue to maintain 
said Plancor in adequate standby condition under the provisions of section 8 of 
the Rubber Producing Facilities Disposal Act of 1953.” 

Sec. 2. Notwithstanding the provisions of section 3 (d) of the Rubber Pro- 
ducing Facilities Disposal Act of 1953, the Rubber Producing Facilities Disposal 
Commission (hereinafter referred to as the “Commission”) before submission to 
the Congress of its report relative to Plancor Numbered 980, shall submit it to the 
Attorney General, who shall, within seven days after receiving the report, ad- 
vise the Commission whether, in his opinion, the proposed disposition, if carried 
out, will violate the antitrust laws. 

Sec. 3. Notwithstanding the provisions of sections 14 and 22 of the Rubber 
Producing Facilities Disposal Act of 1953, the Rubber Act of 1948, as amended, 
is hereby extended with respect to the rubber-producing facilities covered by this 
Act, to the close of the day of transfer of possession of Plancor Numbered 980 to a 
purchaser in accordance with the provisions of section 26 of the Rubber Produc- 
ing Facilities Disposal Act. 

Sec. 4. Notwithstanding the provisions of section 4 of Public Law 19, approved 
March 31, 1955, and notwithstanding the provisions of section 20 of the Rubber 
Producing Facilities Disposal Act of 1953, the Commission established by the 
latter Act shall cease to exist at the close of the thirtieth day following the 
termination of the transfer period provided for in section 26 (c) of that Act, 
unless no sale of Plancor Numbered 980 is recommended by the Commission pur- 
suant to section 26 (c) of that Act, in which event the Commission shall cease to 


exist at the close of the one hundred and thirtieth day following the date of the 
enactment of this Act. 
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Sec. 5. Except as.otherwise provided in this Act, disposal of Plancor Numbered 
980 shall be fully subject to. all the provisions of the Rubber Producing Facilities 
Disposal Act ef 1953 and such criteria as have been established by the Commission 
in handling disposal of other Government-owned rubber producing facilities under 
that Aet: Provided, That the provisions of sections.7 (j), 7 (k), 9 (da), 9 (f), 10, 
11, 15, and 24 df that Act shall not apply to the disposal of Plancor Numbered 
9x0. AS promptly as practicable following the date of transfer of possession of 
Planeor Numbered 980 to a purchaser under this Act, the operating agency last 
designated by the President shall offer for sale to such purchaser the end products 
at such plant and held in inventory for Government account on the day of such 
transfer of possession, together with the feedstocks then located at such plant or 
purchased by the operating agency for use at such plant. Sale of such end 
products shall be made at the Government sales price prevailing on the business 
day next preceding the date of transfer of possession of such plant. Sale of 
such. feedstocks shall be made at not less than their cost to the Government. In 
the event the purchaser declines to purchase such end products or feedstocks when 
first offered to it by the operating agency, they may be thereafter disposed of in 
such manner as the operating agency deems advisable. In the event Plancor 
Numbered 980 is not sold under the provisions of this Act, any end products at 
such plant and held in inventory for Government account and any feedstocks 
located at such plant or purchased by the operating agency for use at such plant 
shall be disposed of in such manner as the operating agency deems advisable, at 
the prevailing market price for such end products and feedstocks. 

Sno. 6. The provisions of this Act shall not be applicable to the disposal of any 
Government-owned rubber-producing facilities other than Plancor Numbered 980; 
and all action taken pursuant to the provisions of the Rubber Producing Facil- 
ities Disposal Act of 1953, or the amendment thereto known as Public Law 19, 
enacted March 81, 1955, prier to the enactment of this Act shall be governed 
by the provisions of that Act as it existed prior to the enactment of this Act, 
and shall have the same force and effect as if this Act had not been enacted. 

Approved August 9, 1955. 


PROPOSALS ON BEHALF OF GoopRICH-GULF CHEMICALS, INC., FOR THE PURCHASE 
OF THE GOVERNMENT-OWNED COPOLYMER PLANT (PLANCOR 980) AT INSTITUTE, 


WeEsT VIRGINIA 
IDENTIFICATION OF PROSPECTIVE PURCHASER 


This proposal is made on behalf of: 
Goodrich-Gulf Chemicals, Inc. (hereinafter called “Goodrich-Gulf”), 4317 
Chester Avenue, Cleveland, Ohio, incorporated in Delaware in 1952, the 
stock of which company is owned 50% by The B. F. Goodrich Company 
(hereinafter called “Goodrich” ) and 50% by Gulf Oil Corporation (here- 
inafter called “Gulf”). 


Plan of Acquisition and Operation 


This is a proposal for the purchase of the copolymer facility (Plancor 98v) 
described in Brochure GRS-—6 and located at Institute, West Virginia. 

Goodrich-Gulf will operate this copolymer facility independently and in com- 
petition with other copolymer plants. 
Present Business Activities 

Goodrich-Gulf was organized for the purposes of engaging in petrochemical 
enterprises, including the manufacture of synthetic rubbers. It was the suc- 
cessful purchaser of a Government-owned copolymer facility (Plancor 983) and 
a one-half interest in the Government-owned butadiene facility (Plancor 933), 
both at Port Neches, Texas. Since April 29, 1955, the date of acquisition of such 
interests, it has operated the copolymer facility in the production of synthetic 
rubbers and, through Neches Butane Products Company, participated with the 
purchaser of the other half interest in the operation of the butadiene facility. 

Goodrich’s manufacturing activities embraced major operating divisions en- 
gaged in the production of tires and other automotive and aeronautical products, 
of industrial and general rubber products, of textiles and flooring, and of rubber 
and canvas footwear and shoe products. The company is also engaged in the 
production and sale of component materials which are used in the manufacture 
of rubber products. It manufactures specialty synthetic rubbers of the nitrile 
type in its own plants to the extent of more than 25,000 long tons and formerly 
manufactured general purpose rubbers of the GR-S type in plants owned by 





180 DISPOSAL OF INSTITUTE, W. VA., RUBBER PLANT 


the Government. It produces no crude or natural plantation rubber. Its other 
activities include the production of chemicals for use in the plastics, rubber, 
agricultural, and general chemical fields. It does not manufacture any butadiene 
or styrene. : 

Gulf is engaged, directly or through subsidiaries, in @lfbranchés of the petro- 
leum industry, in exploration for oil and the acquisitions of oil lands, the pro- 
duction, purchase, transportation, refining, and sale of petroleum and its prod- 
ucts. Gulf’s marketing area presently comprises thirty-seven States. It markets, 
directly and through a subsidiary, Gulf brand tires and tubes manufactured to 
its specifications by Goodrich. The Gulf brand tires and tubes are sold at 
wholesale and retail in competition with other brands, including those of 
Goodrich. Of the approximate 37,000 service stations selling petroleum products 
under Gulf trade names and trademarks, all but approximately 100 are operated 
by independent businessmen. In the 100 company-owned service stations, Gulf 
brand tires and tubes are sold exclusively. However, in the approximately 
36,900 service stations operated by others, the independent dealers exercise their 
freedom of choice. Some of them purchase tires, tubes, and automobile acces- 
sories from Gulf, others from suppliers in competition with Gulf, and still others 
purchase from Gulf as well as from other competing suppliers. Gulf also has 
widespread foreign activities in all phases of the petroleum industry. 


Participation in the Government's Synthetic Rubber Program 


Since 1910, Goodrich has engaged in research in synthetic rubber. Its early 
work in this field constituted the foundation for the development in this country 
of facilities for the manufacture of synthetic rubber of the butadiene type. 
On June 5, 1940, eighteen months before the United States entry into World 
War II, Goodrich was the first company to offer for sale tires composed of more 
than 50% butadiene type synthetic rubber, which was manufactured in its own 
plant. 

Barly in 1940, Goodrich commenced urging the Government to finance the con- 
struction of plants to manufacture synthetic rubber from domestic raw ma- 
terials. Goodrich offered its facilities and the service of its employees to the 
Government for the purpose of designing, constructing, and operating any such 
plants. Because Goodrich had already completed the essential intermediate steps 
between test tube and production line, the large-scale facilities for the manu- 
facture of synthetic rubber which the Government ultimately constructed after 
the outbreak of World War II operated smoothly and without material altera- 
tions. Goodrich contributed to the Government, without royalty, over 100 patents 
relating to the manufacture of synthetic rubber. It is Goodrich’s belief that 
this assistance advanced the Government’s synthetic rubber production program 
by at least two_vital years. 

During the War, Goodrich was responsible for the construction of five of the 
Government’s synthetic rubber plants and for the operation of three of them. The 
company built two Government plants at Louisville, Kentucky, and operated 
one of them, and built and operated one plant at Borger, Texas. It also built 
both copolymer plants at Port Neches, Texas, and has operated one of them 
continuously ever since its construction. 

Similarly, Gulf has played a significant role in the synthetic rubber program 
since January, 1942. In that date the Government, recognizing that Gulf had 
its largest refinery located in the Port Neches area and had the ability to supply 
feedstocks and technical skills, proposed to Gulf and other oil companies operat- 
ing refineries in the area that they undertake the construction and operation of a 
large butadiene plant to be built at Port Neches and to be supplied with feed- 
stocks from neighboring refineries. 

In March of 1942, Gulf helped organize Neches Butane Products Company to 
design, construct, supervise, and operate the butadiene plant at Port Neches. 
Gulf made its operating experience and technical information available to the 
Neches Butane Products Company in the interest of the Government’s project and 
participated in the operation of the butadiene plant without any profit or man- 
agement fee during the life of the Government's synthetic rubber program ending 
April 29, 1955. It also shared in the responsibility of supplying the necessary 
technical and supervisory personnel for the operation of the plant during the 
same period. 
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IDENTIFICATION OF FACILITIES 


Goodrich-Gulf proposes to purchase the copolymer facilities at Institute, West 
Virginia, known as Plancor 980, described in Brochure GRS-—6. 


ARRANGEMENTS FOR THE SUPPLY OF FEEDSTOCKS 


For its initial operation of the copolymer facility, Goodrich-Gulf plans to 
purchase alcohol butadiene. A producer of the same has assured Goodrich- 
Gulf that such butadiene will be available. Eventually, Goodrich-Gulf expects to 
expand its butadiene production at Port Neches, Texas, so that the butadiene 
required at the Institute facility can be furnished by the Port Neches plant. 
Styrene, which is also essential as a raw material in the manufacture of GR-S 
type rubbers, is available for purchase from styrene producers. 


PLANS FOR DISPOSITION OF END PRODUCTS 


Goodrich-Gulf intends to manufacture various types of butadiene-styrene rub- 
bers in the copolymer facility and to conduct a vigorous marketing program 
which will be designed to provide technical sales assistance to all purchasers of 
such synthetic rubbers. Marketing objectives will be designed to assure that 
any business enterprise, which may wish to purchase portions of the various 
types of synthetic rubber being offered for sale, can obtain at market price a 
fair share of the end products produced in the copolymer plant. In addition 
to the different types of synthetic rubber which will be derived initially from 
the copolymer plant, Goodrich-Gulf will, through the effective use of intensive 
research and market analyses, strive to develop and perfect new and improved 
varieties of synthetic rubber to meet the demand of synthetic rubber consumers. 

Goodrich-Gulf intends to make available for sale at fair market prices to small 
business enterprises and users, other than Goodrich, a major portion of the 
GR-S produced at the Institute facility. The remainder of the GR-S derived 
from the facility will be available for sale to Goodrich at market prices. Good- 
rich-Gulf, through sales to Goodrich and sales to other users, can schedule a level 
of operations sufficiently high to enable it at all times to compete vigorously with 
the operators of other copolymer plants. 


USE OF FACILITIES 


Goodrich-Gulf intends at all times to operate the copolymer facility for manu- 
facturing synthetic rubber to the maximum extent justified by market demand. 
It will also aggressively pursue a research program designed to improve pres- 
ently known types of synthetic rubber as well as to develop new ones. The 
copolymer facility at present consists of three lines, all equipped to produce 
“hot” synthetic rubber. Inasmuch as the present demand for this type of 
synthetic rubber is relatively small, Goodrich-Gulf expects initialiy to operate 
only one of these lines for the production of such type of rubber. In the event 
the demand for “hot” synthetic rubber increases, the remaining lines would be 
activated for that purpose. As an alternative, to meet market demands the two 
remaining lines would be converted to produce “cold” or other types of synthetic 
rubber in either solid or latex form. 


NATIONAL SECURITY CLAUSE 


If the facility is sold to Goodrich-Gulf, it will accept as a part of the contract 
of sale and instruments in execution thereof, a National Security clause, as pro- 
vided for by the Rubber Producing Facilities Disposal Act of 1953 and in the 
form attached to the Commission’s Instructions as Exhibit B, revised. 


RIGHTS TO ROYALTIES, LICENSE FEES, OR EXCLUSIVE PROPRIETARY INTERESTS 


Goodrich-Gulf does not make or intend to make any claim under any presently 
existing right with respect to any process, devise, or product presently in use in 
the facility, or which is necessary to permit the use of the facility for the purpose 


for which it was designed and constructed, as the term “right” is defined in the 
Instructions. 


AGREEMENT TO NEGOTIATE 


Goodrich-Gulf agrees to negotiate with the Commission for the purchase of the 
facility at times and places to be established by the Commission. 
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PURCHASE PRICE AND TERMS 


Goodrich-Gulf proposes to pay $9,000,000.00 for Plancor 980 as described herein 
under the section entitled “Identification of Facilities”. This amount represents 
a careful estimate of the full fair value of the facility. A deposit of $225,000.00 
in the form of United States Government Bonds has been made in accordance 
with the instructions. Goodrich-Gulf proposes to pay 25% of the purchase price 
in cash, the balance to be secured by a first lien purchase money mortgage to be 
paid in ten years and to carry interest at a uniform rate of 4 per centum per 
annum. The balance represented by the purchase money mortgage will be paid 
in equal quarterly installments, the first such installment to become payable on 
the first day of the calendar quarter next following one year from the date of 
purchase, with the right of the borrower to prepay, without penalty, any or all 
of the principal sum on any such quarterly payment date. 

Goodrich-Gulf agrees to purchase with the facility all raw materials, supplies, 
repair parts, spare parts, and stores located at, or in transit to, the facility on 
the effective date of the sale, together with all work in process, if any, at the 
facility on such effective date, at the cost thereof less depreciation, if any, as 
determined by the accounting procedures currently in use by the Government 
Agency having responsibility for operation of the facility. The price to be paid 
for these materials and supplies shall be separate from and in addition to the 
amount which Goodrich-Gulf proposes to pay for the copolymer facility. 

The proposed purchase price set out above is based upon the assumption that 
Goodrich-Gulf will be able to determine, with the Governments assistance, the 
validity of the land titles and that the facility will be free and clear of all 
liens and liabilities arising out of past transactions. 


DISCUSSION OF THE PROPOSAL IN RELATION TO THE DISPOSAL CRITERIA 
SET FORTH IN THE ACT 


A. An Opportunity Will Be Afforded Small Business Enterprises and Users, 
Other Than Purchaser, To Obtain a Fair Share of the End Products at 
Fair Prices. 

Goodrich-Gulf intends to make available a major portion of the GR-S rubber 


produced at this copolymer facility, for sale to small business enterprises and 
users at fair prices. 


B. The Technical Competence of the Prospective Purchaser To Operate the 
Facility Has Been Demonstrated. 


Goodrich-Gulf, since April 29, 1955, has operated the Port Neches, Texas, copo- 
lymer facility (formerly known as Plancor 983), which if acquired from the 
Government, in the production of synthetic rubbers, and, as owner of an undi- 
vided half interest therein, the butadiene facility at Port Neches (formerly 
known as Plancor 933), which it likewise acquired from the Government. It has 
participated in the operation of such latter facility through the instrumentality 
of the Neches Butane Products Company. 

Goodrich cooperated with the Government in the synthetic rubber program 
from its inception. Goodrich participated in the design and construction of a 
number of Government-owned copolymer facilities and operated several of them, 
including Plancor 980. For many years Goodrich has conducted intensive 
research in the rubber, plastics, and chemical fields. It was the first company 
in this country to manufacture synthetic rubber of the butadiene type, and this 
was done in its privately-owned facilities. In June 1940, Goodrich offered for 
sale to the American public tires composed of more than 50 percent synthetic 
rubber of the butadiene type, this likewise being the first time that synthetic 
rubber tires were manufactured in this country and offered for sale to the public. 

Likewise, Gulf cooperated in the Government’s synthetic rubber program from 
its inception. It participated in the original organization, design, and construc- 
tion of the butadiene facility at Port Neches (formerly Plancor 933), and was 
one of the four oil companies responsible for the operations of this facility by 
Neches Butane Products Company. Throughout the history of its business 
activities, Gulf has been recognized as a competent, efficient, and experienced 
operator of petroleum refineries and other manufacturing enterprises. 

Goodrich-Gulf has in its employ experienced operating, engineering, and man- 
agement personnel for use in the operation of this facility. It has its own pilot 
plants and, in addition, has access to the scientific staffs and laboratory facilities 
of both Goodrich and Gulf. The success,.of this company in the manufacture of 
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GR-S type rubbers is a demonstrated fact and leaves no doubt as to its compe- 
tence to operate this additional facility. 


C. A Free Competitive Synthetic Rubber Industry Will Be Promoted. 


The ownership of this facility by Goodrich-Gulf will promote competition 
among the manufacturers of GR-S type synthetic rubbers. As a manufacturer, 
but not a consumer, of rubber, it will be necessary for Goodrich-Gulf to find the 
widest possible market for the output of this plant so as to insure its success in 
this venture. In the accomplishment of this objective, it will be competing not 
only with the owners of the other copolymer plants, but also with the producers 
of erude or natural plantation rubber. 

joodrich-Gulf is the third largest GR-S rubber producer, now owning approxi- 
mately 12 percent of the rated annual capacity of the copolymer plants disposed 
of to date. Rubber production from the facility now owned has been at near 
capacity rates for the five months, May throuhg September. Goodrich-Gulf has 
sold approximately 35 percent of its GR-S production to the general trade, other 
than Goodrich, during the same five-month period. 

Goodrich-Gulf is one of the two largest butadiene producers with about 16% 
of the current annual rated capacity, there being one other butadiene producer 
owning about 16%. Goodrich-Gulf has been operating its butadiene facility at 
near capacity rates during the same five-month period, and has sold approxi- 
mately 27% of its butadiene production on the open market, the remaining 
butadiene production being consumed in the manufacture of GR-S rubber in 
its copolymer plant. 

Technical service laboratories have been established by Goodrich-Gulf pri- 
marily to aid small users in the optimum application of synthetic rubber. 
Research and aggressive selling by Goodrich-Gulf will afford small business 
enterprises and other users of rubber an opportunity to obtain a fair share of 
the end products of this facility at fair prices. 


D. The Facility Will Be Operated in Good Faith for the Manufacture of Synthetic 
Rubber. 


yoodrich-Gulf intends to operate the facility for the purpose of manufacturing 
synthetic rubber. 


E. The Purchase Price Proposed Herein Will Give the Government Full Fair 
Value for the Facility, 

The purchase price which Goodrich-Gulf proposes to pay for this facility 
represents a full, fair realization to the Government.for the facility and a pro- 
portionate full, fair realization to the Government on all of the facilities offered 
for sale in the Rubber Disposal Program. 

In arriving at the fair value of this facility, consideration has been given to 
all relevant elements of value, and the restrictive features of the National 
Security Clause. Of considerable importance in this regard is the capital cost 
of converting lines from “hot” rubber batchwise production to “cold” rubber, 
continuous production. Goodrich-Gulf also recognizes that the facility presently 
is in “standby” and that it will require a substantial expenditure to place it in 
operating condition. Furthermore, the commitment of Carbide & Carbon Chem- 
icals Company to provide the purchaser with certain utilities pursuant to its 
existing contract with the Government will terminate in 1957. As a result, it 
will be necessary for the purchaser of the facility to construct a boiler house, 
water-pumping facilities, and an electrical substation, all of which must be 
ready for use at the time of expiration of such contract. Consideration has 
been given to such expenses in arriving at the total bid price. 


F. This Proposal to Purchase the Copolymer Facility Will Be in the Interest 
of National Security. 


The sale of this facility to Goodrich-Gulf as a part of the Government's dis- 
posal of its synthetic rubber producing facilities to private industry will promote 
the National Security, A competitive, private, synthetic rubber industry has 
now been created and sale of this facility is in keeping with the disposal of the 
other plants. Goodrich-Gulf, operating its Port Neches facility in this competi- 
tive industry, has continued to produce synthetic rubber efficiently and at the 
high level required by the rubber consuming industries. Similarly, Goodrich- 
Gulf plans to operate the Institute facility efficiently and at the productive level 
required by market demand. In this way, the synthetic rubber industry can 
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contribute to the maintenance of a strong competitive economy, one of the best 
means of preserving National Security. 
GoopricH-GULF CHEMICALS, INC. 
By /s/ Wri11aM I. Burt, 
Title President. 
Attest : 
[SEAL] /8/ 8. D. Morgan, 
Assistant Secretary. 


PROPOSAL OF GOODYEAR SYNTHETIC RUBBER CORPORATION UNDER THE RUBBER PRo- 
DUCING FAcILITIEs DisposaL Act oF 1953 AND PuBLIC LAw 336, 84TH CONGREss, 
First SESSION (PLANCOR No. 980) 


Pursuant to the Rubber Producing Facilities Disposal Act of 1953 (hereinafter 
referred to as the “Disposal Act”) as amended by Public Law 336, 84th Congress, 
First Session (hereinafter referred to as P. L. 336), and “Instructions and 
Information” issued by the Rubber Producing Facilities Disposal Commission 
(hereinafter referred to as the “Disposal Commission”), Goodyear Synthetic 
Rubber Corporation hereby submits to the Disposal Commission the following 
proposal for the purchase of the Government-owned rubber-producing facility 
designated as Plancor No. 980. 

1. Definitions.—The definitions contained in Section 21 of the Disposal Act are 
incorporated herein by reference. 

2. Prospective Purchaser.—Goodyear Synthetic Rubber Corporation (herein- 
after referred to as “Goodyear Synthetic’) is an Ohio corporation formed on 
December 13, 1941, having its principal office and place of business at Akron, Ohio. 
Since its formation, the entire capital stock of said corporation has been owned 
by The Goodyear Tire & Rubber Company, an Ohio corporation having its prin- 
cipal office and place of business at Akron, Ohio (hereinafter referred to as 
“Goodyear” ). 

Goodyear Synthetic is the owner of the former Government-owned rubber- 
producing facilities at Houston, Texas, and Akron, Ohio, formerly designated as 
Plancors Nos. 956 and 126, having purchased such facilities pursuant to con- 
tracts of sale dated December 22, 1954, between Goodyear Synthetic and the 
Disposal Commission. Since April 28 and April 26, 1955, the dates on which 
Plancors Nos. 956 and 126, respectively, were transferred to Goodyear Synthetic, 
Goodyear Synthetic has operated such facilities on its own account for the manu- 
facture of synthetic rubber. 

3. Identification of Facility —The Government-owned rubber-producing facility 
proposed to be purchased is: 

Plancor No. 980, Institute, West Virginia, described in Disposal Commission 

Brochure GRS-—6 and 

Supplements 1 and 2 thereto (hereinafter referred to as the “Facility” ). 
Said Facility includes, without limitation, all times of property carried as “Land, 
Structures and Equipment” on the books of the Facility maintained in accordance 
with the provisions of Section 201.17 of RFC Synthetic Rubber Fiscal Manual 
No. 301, as amended May 1, 1954, or the equivalent items, if the books are main- 
tained in some other manner. 

4. Feedstocks.—Goodyear Synthetic has no contractual arrangements for the 
supply of feedstocks to the Facility. Except as hereinafter indicated, Goodyear 
Synthetic plans to acquire necessary feedstocks and component materials either 
on the open market or pursuant to any supply contracts which may be made 
from time to time to assure adequate supplies at advantageous prices. 

5. End Products.—It is planned that a substantial part of the synthetic rubber 
produced in the Facility, if acquired by Goodyear Synthetic pursuant hereto, will 
be consumed in Goodyear’s manufacturing operations or those of its manufactur- 
ing subsidiaries. However, Goodyear Synthetic intends that some substantial 
part of such synthetic rubber will be made generally available for sale to users 
other than Goodyear and its subsidiary corporations. To that end, Goodyear 
Synthetic will accept a provision in the contract for the sale of the Facility stating 
that Goodyear Synthetic will make available for sale, in each month of the period 
of the National Security Clause, to small business enterprises synthetic rubber 
in an amount equal to 35%, by weight of dry rubber solids content, of the syn- 
thetic rubber produced at the Facility in the preceding month, at current market 
prices for such types and grades and on reasonable terms, it being understood 
that Goodyear Synthetic will have no obligation to make sales at prices below 
its cost for such types and grades. 
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6. Purpose of Operation.—Goodyear Synthetic actually intends to operate 
Plancor No. 980, if acquired pursuant hereto, for the purpose of manufacturing 
synthetic rubber. It does not propose to devote such Facility in any part to 
the production of any other product. 

7. National Security Clause.—As part of the contract for the sale of the Facility 
to Goodyear Synthetic and instruments in execution thereof, Goodyear Synthetic 
will accept a national security clause substantially in the form incorporated in 
the Disposal Commission’s standard form of contract of sale. In the event of 
modification hereafter of said national security clause as to any purchaser or 
owner of any formerly Government-owned rubber-producing facility, by way of 
imposition of less stringent obligations for the restoration of a facility, Goodyear 
Synthetic expects that the benefits of such modification will be extended to pur- 
chasers and owners of facilities generally, including Goodyear Synthetic. 

8. Patents and Technical Information.—In the interests of expediting the trans- 
fer to private ownership of the Government-owned rubber-producing facilities and 
the development of a free, competitive synthetic rubber industry, Goodyear Syn- 
thetic and its affiliated corporations will not (in so far as are concerned GR-S 
rubber, butyl rubber, butadiene, styrere, and dodecyl mercaptan) assert, directly 
or indirectly, any presently existing “right” (as defined in paragraph 3e of the 
Disposal Commission’s “Instructions and Information” dated August 15, 1955) 
owned or controlled by any of them as of May 27, 1954, with respect to any process, 
device, or product presently in use in the Facility or which is necessary to permit 
the use of the Facility for the purpose for which it was designed and constructed ; 
but there is reserved the power to assert any right other than the foregoing on 
such basis as may be available at the time of asserting such right. 

9. Agreement To Negotiate——Goodyear Synthetic agrees to negotiate with the 
Disposal Commission for the purchase of the Facility at times and places to be 
established by the Disposal Commission. 

10. Purchase Price.—Goodyear Synthetic proposes to pay for the Facility the 
following amount: $2,000,000. 

Goodyear Synthetic, as required by the Disposal Commission’s “Instruction and 
Information,” on October 6, 1955, deposited in the Federal Reserve Bank of 
Cleveland, as fiscal agent of the United States, for account of the Disposal Com- 
mission, the prescribed deposit amounting to $50,000, being 244% of the proposed 
purchase price. 

Upon the closing of the contract for the sale of the Facility Goodyear Synthetic 
will tender to the Disposal Commission cash or a certified check payable to the 
Disposal Commission in an amount equal to at least 25% of the agreed purchase 
price, less the amount of the deposit. 

Goodyear Synthetic proposes to finance payment of the remaining portion of 
said purchase price by a first lien purchase-money mortgage containing mutually 
satisfactory terms, and including, among other things, appropriate provisions for 
a maturity of ten years, periodic amortization over said ten-year period with 
acceleration of amortization at Goodyear Synthetic’s election, at any rate and 
in any amount at any time, without penalty or premium, and interest on the 
unamortized portion at a uniform rate of 4 per centum per annum. 

If a contract for the sale of the Facility to Goodyear Synthetic shall not be 
closed, Goodyear Synthetic shall be entitled to have its deposit returned pursuant 
to Section 7 (d) of the Disposal Act, as amended by P. L. 336. 

11. Agreement to purchase raw materials, work in process, ete—Pursuant to 
the Disposal Commission’s “Instructions and Information,” Goodyear Synthetic 
agrees that, in the event it acquires the Facility from the Government, it will 
purchase, with the Facility, the following assets at the cost thereof less deprecia- 
tion, if any, as determined by the accounting procedures currently in use by the 
Government Agency having responsibility for operation of the Facility: all raw 
materials (except feedstocks), supplies, repair parts, spare parts, and stores 
located at, or in transit to, the Facility on the effective date of the sale of the 
Facility to Goodyear Synthetic, together with all work in process at the Facility 
of such effective date. It is assumed that the amounts of such assets in the 
respective categories will not significantly exceed present inventories of the 
Facility, except for reasonable adjustments to conform to changes in operating 
levels and requirements, and that, in any event, substantially all scrap or 
obsolete items no longer needed for use in the Facility will have been disposed 
of or written off prior to said effective date of sale. , 

Payment for such assets purchased with the Facility (payment for the Facility 
proper being governed by Section 10 hereof) will be made in cash by Goodyear 
Synthetic within 30 days following determination of the total amount to be paid 
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therefor pursuant to the foregoing and receipt of the Government’s invoice for 
said total amount. 

12. Conditions and contingencies.—In addition to conditions and contingencies 
contained in the Disposal Act or provided elsewhere herein, the Proposal is sub- 
mitted subject to the following: 

(A) The right of Goodyear Synthetic to modify or withdraw its Proposal 
at any time prior to the execution of a definitive contract for the sale of the 
Facility (See Note). 

(B) Negotiation and execution of a definitive contract for the sale of the 
Facility containing terms satisfactory to Goodyear Synthetic, including, 
without limitation, provisions giving Goodyear Synthetic the right to rescind 
such contract, without liability or further obligation on its part by reason 
of such rescission, and to have its deposit returned, 

(1) if at any time prior to conveyance to it of title to the Facility 
there shall have occurred substantial change in, damage to, or destruc- 
tion of the Facility ; or 

(2) if conveyance by the Disposal Commission of the Government's 
title to the Facility, made at the time and in the manner provided in 
said contract, would not be effective to vest in Goodyear Synthetic good 
marketable title in fee simple to the lands, buildings, utilities, fixtures, 
machinery, equipment, pipelines, easements, and other property com- 
prising or appurtenant to the Facility. 

(C) The right of Goodyear Synthetic to reduce the proposed purchase 
price set forth in Section 10 of this Proposal to the extent that it may appear, 
prior to the execution of a definitive contract for the sale of the Facility, 

(1) that substantial expenditure for major repairs or construction 
will be necessary (over and above the normal cost of returning the 
Facility from standby to normal operating status) to render the Facility 
eapable of producing in the manner in which it was designed to pro- 
duce ; or 

(2) that substantial expenditure will be necessary for the construc- 
tion of utilities (including electricity, gas, water supply and treat- 
ment, steam, and other utilities) or the acquisition of sewer or other 
easements, in the event that Goodyear Synthetie is unable to make rea- 
sonable arrangements, for essential utilities and easements, with Carbide 
and Carbon Chemicals Company. 

13. Notice.—It is requested that, until further notice, official notices and other 
communications with Goodyear Synthetie be directed to: 

Arden E. Firestone, Secretary, 

Goodyear Synthetic Rubber Corporation, 
1144 East Market Street, 

Akron 16, Ohio. 

14. Memorandum.—A memorandum discussing the foregoing Proposal, as pre- 
seribed by the Disposal Commission’s “Instructions and Information,” is sub- 
mitted herewith. 

GoopYEAR SYNTHETIC RUBBER CORPORATION, 

By /s/ P. W. LiTcHFIe, 
Chairman of the Board. 
Attest: 
/s/ ARDEN FE. FYRestTone, 


Secretary. 
Dated : October 6, 1955. 


MEMORANDUM DISCUSSING PROPOSAL OF GOODYEAR SYNTHETIC RUBBER CORPORATION 
UNbER THE RUBBER PrRopUCING FActnLities Disposar. Act oF 1953 AND PUBLIC 
Law 336, 847TH ConerEss, First Session PLANCOR No. 980 


Goodyear Synthetic Rubber Corporation (herein called “Goodyear Synthetic’ ) 
has submitted a Proposal to acquire the copolymer plant at Institute, West Vir- 
ginia, Piancor No. 980 (herein called the “Facility” ). 

It is expected that a substantial part of the synthetic rubber produced by the 
Facility will be consumed by The Goodyear Tire & Rubber Company and its 
manufacturing subsidiaries. However, Goodyear Synthetic intends that a sub- 
stantial part will be sold to others and, in any event, in its Proposal has offered 
a commitment, for the ten years next following acquisition of the plant, to make 


Norr.—See letter dated April 15, 1954, from the General Counsel of the Disposal Com- 


mission to Robert Crafts, Attorney, as well as Disposal Commission Release No, 1, dated 
September 21, 1955. 





DISPOSAL OF INSTITUTE, W. VA., RUBBER PLANT 187 


available monthly for sale to small business enterprises an amount equal to 
35% of the synthetic rubber produced in the Facility in the preceding month. 


GOODYEAR SYNTHETIC 


Goodyear Synthetic is an Ohio corporation formed on December 13,1941. From 
the beginning its entire outstanding capital stock has been owned by The Good- 
year Tire & Rubber Company, of Akron, Ohio. Its principal offices are main- 
tained at Akron, Ohio. At the present time it has about 650 employees. 

The principal activity of Goodyear Synthetic since its organization has been 
operation of the copolymer plants formerly designated Plancors Nos. 956 and 126 
and, in addition, a portion of the copolymer plant at Torrance, California (for- 
merly designated Plancor No. 611), until the closing down of that plant in 1949. 
Prior to April 28 and April 26, 1955, the dates on which Plancors Nos. 956 
and 126, respectively, were transferred to Goodyear Synthetic by the Disposal 
Commission, Goodyear Synthetic operated such facilities as agent for the Gov- 
ernment. Since those dates, Goodyear Synthetic has operated the facilities 
on its own account for the manufacture of synthetic rubber. 


GOOD YEAR 


The Goodyear Tire & Rubber Company is an Ohio corporation organized in 
1898. Its voting stock is widely distributed among approximately 43,000 stock- 
holders. It has no significant corporate affiliation with any other firm or 
corporation other than its ownership of the stock of its subsidiary corporations 
which, in the case of its domestic subsidiaries, are wholly owned.* Except where 
the context clearly indicates otherwise, reference hereafter to “Goodyear” 
should be considered as referring to The Goodyear Tire & Rubber Company and 
its subsidiary corporations. 

There is attached hereto a copy of Goodyear’s annual report to shareholders 
for the year 1954. In addition to financial statements and data, the report, 
both by illustration and description, contains a fairly comprehensive indication 
of the nature of Goodyear’s business and the extent and location of its principal 
plants. 

As indicated in the annual report, Goodyear’s principal business is the manu- 
facture and sale of rubber products. Goodyear is not engaged in the petroleum 
industry nor is it engaged in that part of the chemical industry which supplies 
or can supply feedstocks for the manufacture of synthetic rubber. 

The principal types of rubber products manufactured include tires and tubes 
and related materials; belts and belting, extruded and molded goods, hose, rolls, 
and many other types of industrial products; flooring ; foam rubber; shoe prod- 
ucts; and many other miscellaneous types of rubber products. Goodyear also 
produces various chemical and “plastic” products, including resins, films, flooring 
and certain shoe products, as well as a number of less closely related lines such 
as automotive rims and a wide range of aviation products. In addition, Good- 
year has made, or is making, various national defense items including radar 
structures, guided missiles, rocket components, airplanes, airplane components, 
and lighter-than-air craft. 

Goodyear is the largest company in the rubber industry, on the basis of total 
sales and total assets, according to publicly available figures, but neither Good- 
year nor any other company or group of companies can or does dominate the 
rubber industry, which historically has been intensely competitive. Detailed 
figures are not available even for some of the tire manufacturing companies 
and not available at all for most of the several hundred companies embraced 
in the “rubber” industry generally. However, an indication of the relation of 
the five largest American companies may be found in the following tabulation 
of world-wide consolidated net sales of all products for the fiscal year 1954 and 
the first six months of fiscal year 1955, to the nearest million dollars, as follows: 


*The Commission's report to Congress submitted January 24, 1955, lists Goodyear Foot- 
wear Corporation, Providence, R. I., and Goodyear Rubber Company, Middletown, Conn., as 
having an interest in American Synthetic Rubber Corp., the purchaser of the copolymer 
plant at Louisville, Ky. It should be noted that neither of such companies has any 
relationship to The Goodyear Tire & Rubber Company or any of its subsidiaries. 
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1955 (1st 6 mos.) 


The Goodyear Tire & Rubber Company 

The Firestone Tire & Rubber Company . 000, 
United States Rubber Company > 457, 000, 000 
The B. F. Goodrich Company 372, 000, 000 
The General Tire & Rubber Company 35, 000, 000 


Neither as to the industry generally nor Goodyear in particular is it feasible 
to furnish significant specific information regarding the volume of the almost 
innumerable types of products made of rubber or including varying amounts of 
rubber, but it is true that by far the greater part of Goodyear’s total sales repre- 
sents products containing some rubber. In recent years Goodyear has consumed 
in the neighborhood of 19% of the total new rubber (both natural and synthetic) 
consumed in the United States. 

For many years Goodyear has owned and operated two large natural rubber 
plantations in Sumatra, as well as two small plantations in the Philippines and 
Costa Riea. Sumatra and the Philippines were occupied by the enemy during 
World War II, and the plantations have been slow in returning to normal pro- 
duction. The continued availability of natural rubber from these sources is, of 
course, subject to the hazards of international affairs. In recent years the 
entire production from Goodyear’s plantations has not been sufficient to satisfy 
more than a small part of Goodyear’s domestic requirements of natural rubber, 
let alone its foreign requirements. Most of such plantation rubber is brought 
to the United States in the form of liquid latex and is consumed by Goodyear 
in the manufacture of certain special types of products, notably foam rubber. 

Goodyear makes a relatively small amount of nitrile type synthetic rubber, 
some of which it uses in its own manufacturing processes and the remainder of 
which is sold under the trademark Chemigum, but the total amount of synthetic 
rubber which, prior to the transfer of Plancors 956 and 126, had been manufac- 
tured by Goodyear for its own private account was not significant in terms of the 
synthetic rubber industry as a whole or in terms of Goodyear’s over-all consump- 
tion of new rubber. 

The acquisition of Plancors Nos. 956 and 126 by Goodyear Synthetic established 
Goodyear, manufacturing synthetic rubber on its own account, as a significant 
factor in the synthetic rubber industry. Since such acquisition, Goodyear Syn- 
thetic has operated such facilities, at capacity, for the production of synthetic 
rubber. 


CRITERIA FOR DISPOSAL 


The following portion of this memorandum is a discussion of Goodyear Syn- 
thetic’s Proposal in relation to the several criteria for disposal set forth in Sec- 
tion 17 of the Disposal Act, although not necessarily item by item or in the statu- 
tory order. 


OPERATION OF THE FACILITY 


From the standpoint of technical competence to operate the Facility, Goodyear 
Synthetic’s outstanding record in the case of Plancors Nos. 956 and 126 speaks 
for itself, and the same organization would be available to direct the operation 
of Plancor No. 980. 

The Goodyear organization has had the additional valuable background of 
having been in charge of the construction and initial operation of Plancor Nos. 
611 and 877 as well as Plancors Nos. 956 and 126. 

Goodyear Synthetic will continue to have available to it the resources of the 
Goodyear organization, including not only key personnel and advisory manage- 
ment services but, to the extent needed and consistent with Goodyear’s over-all 
needs, the facilities of the Goodyear research and development staff and labora- 
tories, which have made outstanding contributions to the Government-sponsored 
synthetic rubber research program. Goodyear Synthetic is therefore assured of 
the essential resources to keep it technologically competent in the synthetic 
rubber field and to make its contributions to the competitive development of new 
processes and products. 

As stated in its Proposal, Goodyear Synthetic actually intends to operate the 
Facility for the production of synthetic rubber, rather than production of any 
other product. It is, of course, impossible to predict with certainty at what 
percent of capacity economic or national defense considerations may permit or 
require operation of the Facility at any given time in the future. 
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DEVELOPMENT OF A FREE, COMPETITIVE INDUSTRY 


Acquisition of the Facility by Goodyear Synthetic is entirely consistent with 
the Congressional objective of “the development within the United States of a 
free, competitive, synthetic rubber industry”. Neither Goodyear Synthetic nor 
Goodyear would thereby achieve any unreasonable control over the raw materials, 
including synthetic rubber, needed by the rubber industry in this country. 

The total rated annual capacity of all the copolymer facilities sold under the 
program recommended by the Disposal Commission is 733,600 long tons. Of the 
total rated capacity of the facilities purchased by Goodyear Synthetic, a maxi- 
mum ef 108,300 long tons is available exclusively for Goodyear’s own consump- 
tion, after deducting the amount committed for sale to small business enterprises. 
The amount so available to Goodyear represents approximately 14% of the total 
rated capacity of all facilities sold. 

Such facilities were sold as part of the program approved by Congress and the 
Attorney General, who gave his opinion that the program “will best foster the 
development of a free competitive rubber industry, as required by Section 3 (c) 
of the Act... .”. 

Unlike the sale of the facilities under the original program, the sale of Plancor 
No. 980 would take place in a synthetic rubber industry already established on 
a free, competitive basis. The sale of one additional plant to a private purchaser, 
if such sale has any effect on the competitive nature of the industry, can only have 
the effect of increasing competition by making available an additional source of 
supply. 

rf Plancor No. 980 is sold, the total rated annual capacity of all the copolymer 
facilities sold under the Disposal Act, as amended, will aggregate 855,600 long 
tons. If Goodyear Synthetic is the purchaser of Plancor No. 980, it will have 
committed itself to make available for sale to small business enterprises up to 
34.200 long tons of synthetic rubber, on the basis of the total rated production 
capacity of Plancors Nos. 980, 956, and 126. This commitment will limit the 
portion of the total rated capacity of the three plants which Goodyear would 
have available for its own consumption to 182,600 long tons, or approximately 
21% of the total rated capacity of all copolymer facilities sold under the Disposal 
Act, as amended. 

This is a proper share, considering Goodyear’s manufacturing requirements, in 
relation to the percentages of total rated capacity already sold to other rubber- 
consuming companies. Goodyear consumes more new rubber than any other com- 
pany. Nevertheless, under the Disposal Program it has acquired a smaller 
capacity, in relation to its consumption, than any other similar purchaser. On 
these grounds, Goodyear Synthetic is eligible to acquire the Institute facility in 
preference to any such purchaser. 

The sale of Plancor No. 980 to Goodyear Synthetic, after deducting the portion 
of production committed to small business, will not make Goodyear self-sufficient 
in supplying its needs.for rubber, For most purposes natural and synthetic rub- 
ber are substantially interchangeable, depending largely upon price differentials 
between natural and synthetic rubber. Considering the proposed acquisition 
against the background of total rubber requirements rather than synthetic rubber 
alone, the rated capacity of Plancors Nos. 980, 956 and 126 combined would rep- 
resent only about 15.9% of United States total new rubber consumption at the 
current rate of consumption. Moreover, as pointed out above, Goodyear Syn- 
thetic’s commitment, to make available for sale to small business enterprises up 
to 54,200 long tons of synthetic rubber on the basis of the total rated production 
capacity of these three facilities, limits the portion of the total rated capacity of 
the three plants available to Goodyear for its own consumption to 182,600 long 
tons. This is only about 12.3% of United States total new rubber consumption 
at the current rate of consumption. 

Inasmuch as Goodyear has consumed about 19% of the new rubber, both nat- 
ural and synthetic, consumed in the United States in recent years, Goodyear will, 
in any event, remain a net buyer of new rubber. Estimated new rubber con- 
sumption in the United States for the year 1955, as computed by the Statistical 
Committee of the Rubber Manufacturers Association, is 1,485,000 long tons. 19% 
of such figure, equivalent to Goodyear’s historical requirements, gives »n esti- 
mated consumption of new rubber in the United States by Goodyear for the year 
1955 of 282,000 long tons. The 182,600 long tons of rated capacity which would 
he available to Goodyear from Plancors Nos, 980, 956 and 126, represents less 
than 65% of Goodyear’s estimated new rubber consumption for 1955, leaving a 

72427—536——_13 
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total of 99,400 long tons, or over 35% of Goodyear’s consumption to be obtained 
from other sources. 

Sale of Plancor No. 980 to Goodyear Synthetic will assure that a substantia] 
additional source of rubber will be available to consumers generally. For busi- 
ness reasons it is desirable for Goodyear to be an active participant in the syn- 
thetic rubber market, both as buyer and seller. By this means, Goodyear is able 
to evaluate developments by others in this rapidly changing and competitive 
industry, in addition to providing a constantly improved material for established 
uses, and even for new uses, to the benefit of the general public. 

There is yet another factor which insures that the acquisition of Plancor No. 
980 by Goodyear Synthetic will promote competition in the synthetic rubber in- 
dustry. Despite the substantial interchangeability of natural and synthetic 
rubber for most purposes, a fabricator of rubber products, such as Goodyear, will, 
for technological as well as economic reasons, normally require substantia] 
amounts of both types of rubber. For this reason, while the purchase by Good- 
year Synthetic Plancor No. 980 will increase Goodyear Synthetic’s capacity to 
produce synthetic rubber, it does not follow that Goodyear’s demand for synthetic 
rubber will therefore be increased. In fact, the ownership of such additional 
plant will normally make it not merely desirable but imperative for Goodyear 
or Goodyear Synthetic to sell a very substantial amount of synthetic rubber to 
others in order to secure the economies of maximum production and obtain a 
reasonable return on the investment.* 


FAIR SHARE OF PRODUCT FOR SMALL BUSINESS 


Each purchaser of copolymer facilties under the program approved by the Dis- 
posal Commission committed itself to make available for sale to small business 
enterprises a stated portion of the production of the facilities acquired by such 
purchaser. The Attorney General gave his opinion that under such program 
“small independent rubber fabricators will have access to adequate supplies of 
GR-S.” By accepting the program, Congress indicated that it met the Congres- 
sional objective that such program “be designed best to afford small business 
enterprises and users, other than the purchaser of a facility, the opportunity to 
obtain a fair share of the end products of the facilities sold and at fair prices.” 

Goodyear Synthetic’s undertaking, as set forth in its Proposal, to make avail- 
able monthly for sale to small business enterprises an amount equal to 35% of 
the monthly production of Plancor No. 980, in terms of the rated capacity of the 
Facility, amounts to 47,700 long tons of synthetic rubber. Such tonnage repre- 
sents a considerably greater outside commitment to small business enterprises 
than has been made by any purchaser of any other copolymer facility under the 
Disposal Commission’s program. It would constitute a very substantial addition 
to an already adequate program. Such commitment gives ample assurance that 
Goodyear Synthetic’s ownership and operation of Plancor No. 980 will be benefi- 
cial to small enterprises in times of scarcity as well as in periods of normal or 
overabundant supply. 

FULL FAIR VALUE 


In arriving at the prices proposed to be paid for the Facility, Goodyear Syn- 
ethetic has given consideration to such factors as the Government’s investment, 
depreciation, the risk of technological obsolescence, the risks and burdens to 
be assumed under the national security clause, the relative efficiency of the Facil- 
ity as compared with other facilities, the estimated cost of construction and rela- 
tive efficiency of a new facility embodying the latest improvements in design and 
construction, the values attributable to having a facility in being and available 
without interruption or delay of production, the advantages and disadvantages 
of location, and the economies of the rubber market. 


*The following remarks of the Committee on Armed Services, in House Report No. 225, 
a Congress, 2 irst Session, supporting the Disposal Gomanlonion’ S program, are par- 
cularly a opriate : 

“It s ould be noted that purchasers of oo ymer facilities are buying the facilities 
to manufacture synthetic rubber. It is to their advantage to run at city. Their 
motive for operating the copolymer facilities is the motive of all business, to make 
a profit. Obviously the more rubber that can be produced and sold, the greater the 
total Profit.’ A . 

“When the plants are not iinet at capacity, it will Gillie mean that the 
demand for synthetic rubber will be down throughout | the Nation and copolymer 
operators will be looking for purchasers from all sources.” (Pages 13 and 14.) 
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The amount proposed to be paid for the facility represents Goodyear Syn- 
thetic’s best judgment of the price which will return to the Government the full 
fair value of the property at the time of consummation of the sale and also re- 
flects a sound business appraisal of the properties under private ownership, 
assuming that due recognition is given the fact that economical operation may 


at some future time require removal of part or all of the Facility to another 
location in the United States. ~ 


NATION AL SECURITY 


The sale of the Facility to Goodyear Synthetic will be in the interest of national 
security. Goodyear Synthetic, backed by the Goodyear organization, is an opera- 
tor of demonstrated competence. Moreover, Goodyear’s record of war produc- 
tion and cooperation with the Government in periods of national emergency, 
including most recently its selection for opertaion of the highly critical Atomic 
Energy facility at Portsmouth, Ohio, bears witness to the well justified opinion 
on the part of the Government that Goodyear is a reliable and able contributor 
to the national defense effort. 

Goodyear Synthetic fully appreciates the vital role which the Government syn- 
thetic rubber producing facilities have played and may continue to play in our 
national security and the importance of their continued availability for that 
purpose. For this reason Goodyear Synthetic has accepted the burdens of the 
national security clause adopted by the Disposal Commission, a clause which, in 
our opinion, more than adequately guarantees that the productive capacity of the 
Facility will be kept promptly available for national defense production. 

It is submitted that disposal of the Facility to Goodyear Synthetic on the basis 
of its Proposal and the foregoing discussion is entirely consistent with the na- 
tional security and will facilitate execution of the Disposal Commission’s man- 
date from Congress to foster the develi pment in the United States of a free, 
competitive synthetic rubber industry. 

Respectfully submitted. 


GoopYEAR SYNTHETIC Ruspser CORPORATION. 
Dated October 6, 1955. 


IMPERIAL COMMODITIES CORPORATION, 
70 Pine Street, New York 5, N. Y., October 6, 1955. 
RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, 
811 Vermont Avenue NW., Washington 25, D.C. 


Proposal of Imperial Commodities Corporation under the Rubber Producing 
Facilities Disposal Act of 1953, as Amended 


GENTLEMEN: Pursuant to the Rubber Producing Facilities Disposal Act of 
1953 as amended by Public Law 336, enacted August 9, 1955, and Instructions 
and Information issued thereunder by the Rubber Producing Facilities Disposal 
Commission (hereafter referred to as the Disposal Commission) Imperial Com- 
modities Corporation hereby submits to the Disposal Commission the following 
proposal for the purchase of the Government-owned rubber-producing Facility 
designated as Plancor 980. Imperial Commodities Corporation, a California cor- 
poration having its principal place of business at 70 Pine Street, New York City, 
acts herein on behalf of the prospective purchaser, hereinafter sometimes referred 
to as the purchaser, to be organized for the specific purpose of owning and oper- 
ating Plancor 980. All statements and commitments herein are made on behalf 
of and shall be binding on the purchaser. 


Identification and A filiation of Prospective Purchaser 


It is contemplated that the prospective purchaser will be an American corpora- 
tion and that from 10% to 20% of the stock will be owned by United States 
citizens, including Imperial Commodities Corporation. The balance of the stock 
will be subscribed to by N. V. Verenigde Deli Maatschappijen (United Deli Com- 
panies) a Netherlands corporation, and other investors in the Netherlands. 

Eighty percent of the stock of Imperial Commodities Corporation is owned by 
United Deli Companies, which is engaged in the production of natural rubber, 
wrapper tobacco, and palmoil in Sumatra, Indonesia. The balance of 20% of 
the stock of Imperial Commodities Corporation is owned by several of its direc- 
tors and officers. All of the stock of Imperial Commodities Corporated is voted 
under a voting trust agreement ; the majority of the voting trustees being United 
States citizens residing in the United States. 
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Identification of Facility 

The government-owned rubber-producing facility proposed to be purchased is 
the copolymer plant known as Plancor 980 at Institute, West Virginia, as de- 
scribed in Disposal Commission brochure GRS-6 and Supplement thereto dated 
August 1955. 

Feed Stocks 

A. Butadiene.—The undersigned is confident that sufficient butadiene will be 
available in the market to supply one operating line of the Facility when reacti- 
vated. With additional butadiene capacity being planned by the industry, it is 
expected that sufficient of this raw material will be available to supply the second 
line of the Facility when its conversion to the manufacture of cold rubber would 
be completed in early 1957, 

The undersigned recognizes that the delivered cost of butadiene at this Facility 
will always be higher than that delivered to other existing copolymer plants due 
to the location of this plant and its remoteness from existing butadiene plants 
producing from low cost petroleum raw materials. This fact has been considered 
and is reflected in the amount proposed as the purchase price. 

B. Styrene,—Styrene, the other basic raw material required for this Facility, 
appears to be in adequate supply and it is believe that it can be purchased from 
the chemical industry at a delivered cost reasonably competitive with the cost 
of other existing copolymer plants. 

Cc. All other chemical materials required for the manufacture of GRS rubber 
are readily available, 

Disposal of Bnd Products 


It is contemplated that a substantial part of the production of this plant will 
be sold through the established marketing facilities of Imperial Commodities 
Corporation in the open markets of the United States and through its affiliated 
companies abroad, in free world markets. All rubber marketed in this manner 
will be available to any and all consumers, small and large, at uniform prices. 

Purchaser will agree to make available at all times at least 30 percent of the 
production of this Facility for purchase by small business enterprises (as defined 
in section 21 (h) of the act) subject only to the sufficiency of demand from such 
small business enterprises to permit such sales upon competitive terms and 
conditions. 


Purpose of Operation 
The purchaser intends to operate this plant for the purpose of manufacturing 


synthetic rubber. It does not propose to devote the Facility in any part to the 
production of any other products. 


National Security Clause 


As part of the contract of sale of the Facility, the purchaser will accept the 
National Security Clause substantially in the form incorporated in the Disposal 
Commission’s standard form of contract. The proper rated capacity of the 
plant to be inserted in the National Security Clause is a matter for negotiation 
in view of the present condition of the plant. 


Agreement to Negotiate 


The undersigned agrees to negotiate with the Disposal Commission for the 
purchase of the Facility at times and places to be established by the Commission. 


Patent Rights 


The undersigned does not now claim nor does it presently intend to claim, 
directly or indirectly, any right to any processes, devises or products presently 
in use in any rubber-producing facility or which is necessary to permit the use 
of any such Facility for the purpose for which it was designed and constructed. 
In view of this fact, this proposal is made upon the condition that all patent 
rights, secret processes, rights and know-how required or desired by purchaser 
for operation of the Facility, or any part thereof, and the manufacture, use and 
sale of products derived therefrom, will be granted or made available to the 
purchaser by the Disposal Commission or other governmental or private parties 
concerned therewith owning, controlling and claiming rights therein, to enable 
the purchaser to operate the plant and to engage in the manufacture, use and 
sale of products for which it is intended. 
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Purchase Price 

The purchase price proposed to be paid hereunder for the Facility is $750,000. 

Upon the closing of the contract of sale of the Facility the purchaser will 
tender to the Commission a certified check payable to the Disposal Commission 
in an amount equal to at least 25% of the agreed purchase price, less the 
amount of the deposit made with this proposal. The remaining portion of the 
purchase price shall be financed by a first lien purchase money mortgage to be 
held by the Government, containing mutually satisfactory terms and including, 
among other things, appropriate provisions for a maturity of 10 years, periodic 
amortization over said ten year period and interest on the amortized portion 
at a uniform rate of 4% per annum. 


Agreement to Purchase Raw Materials, ete. 


It is further agreed that the prospective purchaser will purchase together 
with the Facility all the raw materials (except feed stocks), supplies, repair 
parts, spare parts and stores located at or in transit to the Facility on the effec- 
tive date of the sale at the cost thereof less depreciation, if any, as determined 
by the accounting procedures currently in use by the Government agency hav- 
ing responsibility for the operation of the Facility. The price to be paid shall 
be separate from and in addition to the amount designated in this proposal as 
payment for the Facility as such and shall be paid in cash. 

Since purchaser has no intention of converting any lines of the plant to a 
continuous polymerisation process, the purchaser would not expect to pay for 
the “items surplus to plant needs” carried in inventories in the amount of $33,- 
769.00 at June 30, 1955. 


Conditions 


This proposal is subject to the following conditions: (1) That legal title to 
the Facility to be conveyed to purchaser under the contract of sale be satis- 
factory to purchaser to vest in it good marketable title in fee simple to the lands, 
buildings, utilities, machinery, equipment, pipe lines, easements, and other prop- 
erty comprising or pertinent to the Facility. (2) That satisfactory permanent 
easements over adjacent lands of Carbide & Carbon Chemical Corporation be 
provided to the purchaser for the purpose of access to the Kanawha River for 
barge loading and unloading facilities necessary for the economic operation 
of the Facility and additional pemanent easements for power and water lines 
at no cost to the purchaser. 

IMPERIAL COMMODITIES CORPORATION, 
By /s/ L. J. Jiskoor, 
lL. J. Jiskoor, Executive Vice-President. 


IMPERIAL COMMODITIES CORPORATION, 
70: Pine Street, New York 5, N. Y., October 6, 1955. 
Memorandum Discussing Preposal of Imperial Commodities Corporation under 
the Rubber Producing Facilities Disposal Act of 1953. 


PLANCOR 980 


The prospective purchaser will be organized for the specilic purpose of owning 
and operating the Facility. As presently conceived, it will engage in no other 
activity. 

The marketing of the synthetic rubber produced at the Facility will be done by 
Imperial Commodities Corporation and its affiliates. Imperial Commodities 
Corporation, hereinafter referred to as 1. C. C., is a California Corporation, hay- 
ing its principal place of business at 70 Pine Street, New York City, The stock of 
1. C. C. is owned and controlled as follows: 

Eighty percent is owned by N. V. Verenigde Deli Maatschappijen, hereinafter 
referred to as United Deli Companies, a Netherlands Corporation engaged in the 
production of natural rubber, wrapper tobacco and palmoil in Sumatra, Indonesia. 

The production of natural rubber controlled or ewned by United Deli Com- 
panies in Indonesia, is about 25,000 tons per year. The balance of twenty percent 
of the stocks is owned by several directors and oflicers of I. C. C. 

All of the stock of I. C. C. is voted under a voting trust agreement, valid until 
1969. Voting trustees are: J. Theodor Cremer, Carel Goldschmidt, Lodewyk J. 
Jiskoot, H. W. L. Frowein and Carel Schoch. The first three voting trustees are 
American citizens, officers of 1. C. C., residing in the United States. The last two 
mentioned voting trustees are Netherlands citizens, officers of United Deli Com- 
panies, and reside in the Netherlands. 
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I. C. C. is an importer of and dealer in natural rubber. In the past several 
years its shares of distribution of dry natural rubber to American manufacturers 
was about ten percent of total U. 8. A. consumption. 

I. C. C. and its affiliated companies, in addition to offices in the United States, 
maintain offices in London, Amsterdam, Paris, Singapore, and Indonesia where 
they are engaged in the marketing and production of natural rubber, tobacco, 
and palmoil. These companies at the present time do not have any interest in the 
manufacture, marketing or selling of synthetic rubber or any of its related 
component materials, nor are they engaged in the rubber products manufacturing 
industry, the petrolenm refining industry, or the chemical industry. 

The total volume of natural rubber sold by I. C. C. and its affiliates in the last 
fiscal year to consumers amounted to approximately 60,000 long tons. IL. C. C, is 
the primary marketer of the group and its last Annual Statement is being pro- 
vided to the Commission for additional information. 

With reference to the criteria listed in Section 17 of the Act. 

(1) The undersigned is not engaged and has no plans to become engaged in the 
rubber products manufacturing industry. Consequently, the entire production of 
the Facility would be available for sale to consumers through the wide-spread 
marketing facilities of I. C. C. It should be noted that a great number of small 
rubber consumers are among the established customer outlets of I. C.C. For this 
reason it is believed that sale of this plant to the herein proposed purchaser 
would be best designed to afford small business enterprises and users the oppor- 
tunity to obtain a fair share of the end products of the Facility at competitive 
prices. 

(2) The undersigned has been advised that a substantial number of the operat- 
ing personnel previously engaged at the Facility will be available for employ- 
ment. We have been advised that technically competent executive personnel can 
be obtained. In this connection, the undersigned has had, and is continuing, 
discussions with companies with previous experience in the operation of similar 
copolymer plants, and has considered the possibility of an operating agency 
arrangement. 

(3) Sale of Plancor 980 to the prospective purchaser as a new and independent 
manufacturer of synthetic rubber would further promote a free competitive syn- 
thetic rubber industry in the United States. 

(4) The prospective purchaser actually intends to operate this Facility for the 
purpose of manufacturing synthetic rubber. 

(5) Under the circumstances, namely the present standby condition of Plancor 
980, the non-availability of utilities-producing facilities as a part of the plant, 
and lack of facilities for producing modern cold rubber and other factors, it is 
oe that the proposed purchase price represents the full fair value of the 

acility. 
IMPERIAL COMMODITIES CORPORATION 
By [stenep] L. J. JisKoor, 
Executive Vice President. 


EpwiIn W. PAvLey, 
717 North Highland Avenue, Los Angeles 38, Calif., September 30, 1955, 
Rurser Propuctne Faciiities Disposat COMMISSION, 
811 Vermont Avenue NW.., 
Washington 25, D.C. 


GENTLEMEN: Pursuant to the provisions of the Rubber Producing Facilities 
Disposal Act of 1953, and Public Law 19, 8tth Congress, First Session, Edwin 
W. Pauley submits this proposal for the purchase of Plancor 980, Institute, West 
Virginia, as follows: 

(1) Identification of Prospective Purchaser—Edwin W. Pauley is an indi- 
vidual who has engaged in the producing, refining, and manufacturing of natural 
gasoline and other integral phases of the oil industry continually since 1923. 
He has also actively engaged in the rubber business through his ownership in, 
and as general partner of Bay Rubber Company, a limited partnership, which 
is the owner of one-half of the issued and outstanding stock of Pacific Tire and 
Rubber Company located in Oakland, California. 

If Pauley is the successful bidder he may acquire the copolymer plant in his 
name or in the name of a company organized by him for this purpose. This 
decision will be made during the negotiation period. If Pauley is the successful 
bidder, and in the event title to the copolymer plan is taken in the name of a 
company rather than his name individually, he will make available to this com- 
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pany, if necessary, sufficient funds to finance the initial payment on the pur- 
chase price and to provide adequate working capital to operate the plant properly. 

(2) Identification of Facility.—The facility proposed to be purchased is Plancor 
980, Institute, West Virginia, as more fully described in Brochure GRS-6 by 
the Rubber Producing Facilities Disposal Commission. 

(3) Plant for Supply of Feed Stocks.—Pauley has not been successful in mak- 
ing any definite arrangements to purchase said stocks either Butadiene or 
Styrene at the time he submits this proposal. Efforts in this direction will 
be made during the negotiation period. 

(4) Plans for Disposition of End Products.—Pauley proposes to offer the entire 
output of the copolymer plant (Plancor 980) to the consuming trade, and to 
price the products on a competitive basis, f. o. b. Institute, West Virginia. 

Pauley will make every effort to sell the products of this plant to small busi- 
ness enterprises on the same basis as that offered larger consumers and, if 
possible, will sell all of the production to small business and other independent 
consumers. 

(5) Use of Facility—Pauley intends to operate Plancor 980 for the purpose 
of manufacturing synthetic rubber or its component materials. 

He will also aggressively pursue a research program designed to improve 
presently known types of synthetic rubber as well as to develop new ones. 

(6) National Security Clause.—Pauley agrees to incorporate in any contract 
of sale or any other instrument executed in connection therewith, a National 
Security Clause in the form set forth by the Commission in Subsection “D” of 
Paragraph 3 in the Instructions and Information Bulletin heretofore issued on 
August 15, 1955. 

(7) Claim of Right to New Processes, Devices or Products.—Pauley does not 
claim nor does he presently intend to claim, directly or indirectly, any “right” 
(as that term is defined) to any process, device or product presently in use in any 
rubber-producing facility, or which is necessary to permit the use of any such 
facility for the purpose for which it was designed and constructed. 

(8) Agreement to Negotiate.—Pauley agrees to negotiate with the Commission 
for the purchase of the facility, Plancor 980, at times and places to be established 
by the Commission. 

(9) Conditions and Contingencies.—Pauley’s proposal to purchase Plancor 980 
is not made subject to any condition or contingency except as herein specifically 
stated. 

(10) Purchase Price—Pauley agrees to pay the sum of $2,000,000.00 as and 
for the purchase price of Plancor 980. 25% of the purchase price will be paid in 
cash and a first lien purchase-money mortgage will be executed for the remaining 
75% of the purchase price. The terms of the mortgage obligation will be deter- 
mined by negotiatien and shall provide, among other things, for a maturity of 
no more than ten (10) years, a periodic amortization (amortization not neces- 
sarily in equal annual installments), and a uniform interest rate of 4% per 
annum on the unpaid balance; all as authorized by the Rubber Producing Fa- 
cilities Disposal Act of 1953. 

Pauley agrees to purchase with the facility, if he acquires it, all raw materials, 
supplies, repair parts, spare parts, and stores located at, or in transit to, the 
facility on the effective date of the sale, together with all work in process at 
the facility on such effective date, at the cost thereof, less depreciation, if any, 
as determined by the accounting procedures currently in used by the government 
agency having responsibility for the operation of the facility. The price to be 
so paid shall be separate from and in addition to the amount designated above 
as payment for the facility as such, and shall be paid in cash. 

The proposed purchase price set out above is based upon the assumption that 
the facility will be sold free and clear of all liabilities arising out of past 
transactions. 

(11) Cash Deposit.—A cash deposit in a sum equal to two and one-half per- 
centum of a gross amount proposed to be paid for Plancor 980 has been de- 
posited with the Federal Reserve Bank of San Francisco, in accordance with 
Section 4 of the Commission’s Instructions dated August 15, 1955. 

(12) Memorandum Brief.—Pauley, in support of his offer to purchase Plancor 
980 and in compliance with the requirements of Section 7 of the Commission’s 
Instructions dated August 15, 1955, respectfully submits the attached Memoran- 
dum Brief. 

Respectfully submitted. 


Epwin W. PAvutey 
By [Signed] J. Paull Marshall. 
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MEMORANDUM BRIEF 


This Brief is attached to and should be considered part of the proposal to 
purchase the rubber-producing facility designated as Plancor 980. 

Criterion (1) 

“That the disposal programs be design best to afford small business enter- 
prises and users other than the purchaser of a facility the opportunity to obtain 
a fair share of the end products of the facilities sold and at fair prices.” 

Every effort will be made to sell GR-S synthetic rubber produced at Plancor 980 
to small business enterprises and other independent consumers. 

Pauley has been engaged in the oil business as an independent operator for a 
period of over 30 years and as such is a small business enterprise, as that term 
is defined in Section 21 (h) of the Rubber Producing Facilities Disposal Act of 
1953. As heretofore stated he also has a substantial interest in Pacific Tire 
and Rubber Company which is the only independent tire and rubber mann- 
facturer on the West Coast and this company is also a small business enter- 
prise as defined in the Act. With this background it is obvious that the inter- 


ests of small business can best be served by the operation of this copolymer 
plant by Pauley. 
Criterion (2) 

“That the prospective purchaser has the technical competence necessary to 
operate a rubber producing facility, except that prior experience in operating a 
rubber producing facility shall not be required as a basis of determining whether 
a prospective purchaser has the technical competence necessary to operate a 
rubber producing facility”. 

For the past four years Pauley, in conjunction with Minnesota Mining and 
Manufacturing Company and Midland Rubber Corporation, has participated in 
the operation of the copolymer plant (Plancor 611) at Torrence, California. 
Since 1945, Pauley has been a substantial owner of and has participated actively 
in the management of the Pacific Tire and Rubber Company, the only inde- 
pendent tire and rubber manufacturer on the West Coast. Furthermore, Pauley 
has had extensive experience in operating an integrated oil company engaged 
directly in the preduction, refining, manufacturing and transportation of crude 
petroleum, natural gas, and the products and by-products derived therefrom. 
His experience in these fields extends over a period of thirty or more years. 
He has at his disposal manpower and technical skill capable of operating this 
plant and he also intends to offer employment to a substantial number of the 
present employees of Plancor 980, 

Criterion (8) 

“That the recommended sales shall provide for the development within the 
United Sates of a free, competitive, synthetic rubber industry and do not permit 
any person to possess unreasonable control over the manufacture of synthetic 
rubber or its component materials.” 

If Pauley is the successful bidder he will bring into the synthetic rubber- 
producing industry an independent organization which is not controlled by 
major industry. He will supply GR-S synthetic rubber to independent users at 
reasonable and competitive prices. 


Criterion (4) 

“That the prospective purchaser is acting in good faith, and actually intends 
to operate the facility or facilities for the purpose of manufacturing synthetic 
rubber or its component materiats.” : 

Pauley, in his proposal to purchase has represented and now represents that 


the purpose of his proposal is to operate the copolymer plant for the production 
of synthetie rubber. 


Criterion (5) 

“That full fair value for the facility or facilities will be received by the Govern- 
ment, taking into consideration the policy set forth in Section 2 of this Act.” 

The proposed purchase price was arrived at by Pauley after consideration of 
all the factors involved including original cost, depreciation, obsolescence, capi- 
talization of prospective earnings, competitive conditions in the rubber industry 
and the risks involved including special risks entailed as a result of the National 
Security Clause provisions in the instructions. In the light of all these consid- 
erations we believe that the price proposed constitutes full, fair value. 
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Criterion (6) 

“That disposal of the facility or facilities to the purchasers is consistent with 
Vational Security.” 

Pauley is well known to the Government for his efforts during World War II 
and the Korean War and his co-operation in connection with National Defense 
and National Security. During World War II the Petrol Corporation, of which 
he was President, supplied thousands of tons of asphalt for use in building air- 
fields throughout the world. At the conclusion of World War II he was appointed 
by the President of the United States to head the Japanese Reparations Com- 
mission with rank of Ambassador. If Pauley acquires the copolymer plant he 
will continue to operate it, as has been previously stated, for the production of 
synthetic rubber. Therefore, the plant will continue to be operated for the pro- 
duction of a strategic material in the interest of National Security. In addition 
thereto, Pauley has accepted and agreed to incorporate in the Contract of Sale, 
or any other instrument executed in connection therewith, a National Security 
clause in the form set forth in Subsection “D” of Paragraph 3 in the Instructions 
issued by the Commission on August 15, 1955. 


POWER OF ATTORNEY 
(Special ) 


KNOW ALL MEN BY THESE PRESENTS: That I, Edwin W. Pauley, a resident of the 
City of Beverly Hills, County of Los Angeles, State of California, do hereby ap- 
point J. PAULL MARSHALL and/or R. J. Kerr, of the City of Los Angeles, County of 
Los Angeles, State of California, as my Attorney for me and in my name and on 
my behalf to do and transact all and every kind of business of whatsoever kind 
and nature in connection with any contracts, agreements, proposal to purchase 
government-owned rubber facility, modifications, deposits, or any other papers 
and/or documents of any kind or nature that I may now have or hereafter desire 
to enter into with the Rubber Producing Facility Disposal Commission in con- 
nection with or in any way pertinent to a proposal to purchase government owned 
facility Plancor 980, Institute, West Virginia, and to execute, sign and deliver and 
acknowledge for and on behalf and in my name and as my act and deed, any and 
all of the aforesaid instruments and documents or any other instrument and 
documents required to complete the purchase of government owned facility 
Plancor 980, Institute, West Virginia, or upon such terms and conditions as my 
Attorney-In-Fact may agree to or as the Rubber Producing Facility Disposal 
Commission may require. 

Without limiting any of the foregoing, my said Attorney-In-Fact is hereby au- 
thorized to sign and execute any and all instruments, contracts, agreements, modi- 
fications, proposal to purchase government owned facility Planeor 980, Institute, 
West Virginia, letters and other writings or other papers and documents for me 
and in my name and in my behalf with respect to my transactions heretofore 
mentioned with Rubber Producing Facility Disposal Commission in the following 
form and manner, to-wit: 

“EpwiIn W. Pavey, 
“By J. PAULL MARSHALL or R. J. Kerr.” 


and to generally do and perform all matters and things and transaet all business 
in connection with the matters and things hereinabove set forth with the same 
force and effect and to all intents and purpeses as though I were personally pres- 
ent and acting for myself, hereby ratifying and confirming all that my said Attor- 
ney may hereby lawfully do or cause to be done by virtue of these presents. No 
specific or particular terms or inclusions set forth in this instrument shall be 
deemed or construed as limiting any general language or limiting the generality of 
any general terms. 

This Power of Attorney shall supersede and revoke any and all Powers of Attor- 
ney heretofore granted by me to any or all persons in connection with the proposal 
to purchase government-owned facility Plancor 980, Institute, West Virginia, and 
shall remain in full foree and effect until revoked by me in writing and to induce 
any person or persons, corporations, commissions, partnerships, banks and trust 
companies or any governmental agency to act hereunder, I hereby agree that if 
this Power of Attorney is terminated by operation of law, or otherwise, I will 
indemnify and save said party harmless from and against any and all liability or 
incurred loss or sustained by said party by acting hereunder after such termina- 
tion and until written notice of such termination be given to said party. 

IN WITNESS WHEREOF, I have hereunto set my hand this 30th day of September, 


1955. [Signed] Edwin W. Pauley, 
Epwin W. PAvLey. 
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To ANY PERSON OR PERSONS, CORPORATIONS, COMMISSIONS, PARTNERSHIPS, BANKs, 
TRUST COMPANIES, ANY GOVERNMENTAL AGENCY OR OTHER PARTIES WHO ARE INDUCED 
TO ACT UNDER THE AFORESAID POWER OF ATTORNEY : 

You are hereby authorized to recognize the signature hereinafter set forth in 
the transaction of any business in accordance with the foregoing Power of 
Attorney. 

Edwin W. Pauley, 


[Signed] Epwin W. Pautery. 
Dated: September 30, 1955. 


Specimen signature of Attorney-in-Fact: 
[Signed] J. Paull Marshall, 
J. PAULL MARSHALL. 
[Signed] R. J. Kerr, 


R. J. Kerr. 
STATE OF CALIFORNIA, 


County of Los Angeles, 88: 


On this 30th day of September, 1955, before me, Georgia B. Lynch, a Notary 
Public in and for said County and State, personally appeared Epwin W. Pautey, 
known to me to be the person whose name is subscribed to the within Instrument, 
and acknowledged to me that he executed the same. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal 
the day and year in this certificate first above written. 


[Signed] Grorera 8. Lyncn, 
Notary Public in and for Said County and State. 


UNION CARBIDE & CARBON CorpP., 
CARBIDE AND CARBON BUILDING, 
80 East Forty-second Street, New York 17, October 6, 1955. 
RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, 
811 Vermont Avenue NW., 
Washington 25, D.C. 

GENTLEMEN: Re Proposal of Union Carbide and Carbon Corporation to Pur- 
chase Plancor 980. 

Union Carbide and Carbon Corporation submits the following proposal to 
purchase the Government-owned rubber producing facility at Institute, Kanawha 
County, West Virginia, designated as Plancor 980. 

This proposal is submitted pursuant to and in accordance with the Rubber 
Producing Facilities Disposal Act of 1953, as last amended by Public Law 336, 
84th Congress, First Session, and the Instructions and Information, dated 
August 15, 1955, issued by the Commission in connection with the sale of this 
facility. 

1. Identification of Prospective Purchaser—Union Carbide and Carbon Cor- 
poration (hereinafter referred to as “Carbide”’) is a New York corporation, 
formed on November 1, 1917, and having its general corporate offices at 30 East 
42nd Street, New York 17, New York. Carbide has outstanding only one type 
of securities, namely, common stock, the shares of which are listed on the New 
York Stock Exchange. As of August 5, 1955, there were issued and outstanding 
29,126,619 shares of stock held by 112,881 stockholders. No affiliations or asso- 
ciations with reference to the ownership of the facility, arising out of stock 
ownership or otherwise, exist or are contemplated in connection with the acquisi- 
tion or operation of the facility covered by this proposal. 

2. Identification of Facility—The facility covered by this proposal is the 
Government-owned rubber producing facility located at Institute, Kanawha 
County, West Virginia, designated as Plancor 980, and described in the Com- 
mission’s brochure GRS-—6. 

38. Feedstock Supply.—Although the source of the butadiene to be used in the 
operation of the facility has not yet been determined, several possibilities are 
being investigated. The major problem is caused by the fact that all existing 
butadiene capacity is being essentially consumed by current market demands. 
Discussions are in progress with other companies looking toward agreements on 
butadiene procurement. 

The styrene required to operate the facility. will be available from several 
sources, including facilities: operated by Carbide. 
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4. Disposal of End Products.—Except for some relatively small uses, Carbide is 
not engaged in the manufacture of rubber products. Therefore, essentially the 
entire production of rubber from this facility will be available for sale. Pre- 
liminary negotiations have been carried on for the sale of rubber through agents 
having experience in the marketing of rubber. Carbide intends to offer a sub- 
stantial portion of the production of this facility to small business enterprises at 
fair prices upon terms and conditions generally competitive with other private 
suppliers. Carbide would be willing, should the Commission require, to specify 
a certain portion of the production from this facility which would be available for 
sale to small business enterprises. 

5. Operation of Facility.—Carbide actually intends to operate the facility for 
the purpose of manufacturing synthetic rubber ; however, the extent of operation 
will be dependent upon the availability of raw materials and upon the economic 
factors involved. 

6. National Security Clause.—Carbide agrees to accept, as part of the contract 
of sale and instruments in execution thereof, the National Security Clause in- 
corporated in the Commission’s standard form of contract of sale. 

7. Patents and Technical Information.—Carbide does not claim or intend to 
claim, directly or indirectly, any “right’’, as that term is defined in paragraph 
3(e) of the Commission’s Instructions and Information in connection with the 
sale of this facility, dated August 15, 1955, with respect to any process, device, 
or product presently in use in the facility, or which is necessary to permit the 
use of the facility for the purpose for which it was designed and constructed. 
Carbide does, however, have a “right” with respect to a process for making buta- 
diene from alcohol, which process, while it is used in the manufacture of buta- 
diene, is not the only process used for that purpose, and thus is not necessary to 
permit the use of the facility for the purpose for which it was designed and 
constructed. 

8. Agreement to Negotiate.—Carbide agrees to negotiate with the Commission 
for the purchase of the facility covered by this proposal at the times and places to 
be established by the Commission. 

9. Conditions or Contingencies.—This proposal is submitted upon the following 
conditions or contingencies : 

(a) That the Commission or other appropriate governmental agency extend to 
Carbide immunity from suit, or, upon request of Carbide, obtain for Carbide a 
license, upon reasonable terms and conditions no less favorable than those then 
being offered, on any patents relative to the operation by Carbide of the facility 
within the synthetic rubber field as to which the Commission or other appro- 
priate governmental agency has the power to extend such immunity or to obtain 
such a license. Carbide intends to request such reasonable licenses and immunity 
from suit to the extent the Commission or other appropriate agency shall be able 
to grant or extend the same after Carbide has determined that such licenses or 
immunity from suit may be necessary to enable it to operate the facility com- 
petitively and to manufacture, use, and sell the products therefrom. 

(b) That the Commission, without warranty of title, shall be able to deliver 
marketable title to the facility, including, without limitation, the lands, buildings, 
structures, utilities, fixtures, machinery, equipment, pipelines, easements, and 
other property comprising or appurtenant to the facility, free and clear from all 
liens, claims, or encumbrances and unburdened with any fixed or contingent lia- 
bilities which must be assumed by Carbide. 

(ec) That all risks of damage to and destruction of the facility in whole or in 
part shall be borne by the Government until the time of actual transfer of posses- 
sion, and at the time of such transfer the facility shall be in at least as good 
condition as at the date hereof, normal wear and tear excepted. 

10. Amount Proposed to be Paid.—Carbide offers to pay the sum of $1,500,000 
for the purchase of the facility. On October 6, 1955, Carbide made the requisite 
statutory deposit with the Federal Reserve Bank of New York, as fiscal agent of 
the United States, for the account of the Commission. 

Carbide proposes to pay the purchae price at its election in the following man- 
ner: (a) Hither cash in full at closing, or (b) 33-1/3% in cash upon the delivery 
of title instruments covering the facility, and the baiance by the execution of a 
first lien purchase-money mortgage containing mutually satisfactory terms to be 
negotiated pursuant to Section 7(e) of the Disposal Act and providing, among 
other things, for a maturity of not more than ten years, periodic amortization, 
and interest on unpaid balances at the uniform rate of 4% per annum, and with 
the right in Carbide at its election to pay all or any part of said deferred balance 
at any time without penalty or premium. 
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Carbide agrees to purchase for cash, with the facility, all raw materials (except 
feedstocks), supplies, repair parts, spare parts, and stores located at, or in transit 
to, the facility on the effective date of the sale at the cost thereof less depreciation, 
if any, as determined by the accounting procedures currently in use by the Govern- 
ment Agency having responsibility for operation of the facility. The price to be 
so paid shal] be separate from and in addition to the amount designated in this 
proposal as payment for the facility as such. 

11. Supporting Memorandum.—In compliance with Section 7 of the Commis- 
sion’s Instructions and Information in connection with the sale of this facility, 
dated August 15, 1955, Carbide submits herewith its memorandum discussing this 
offer to purchase in relation to the several criteria for disposal as set forth in the 
Disposal Act, and particularly Section 17 thereof. 

Respectfully submitted. 

Union Carsipe & CARBON Corp., 
By [sIGNeD] Kennetu Rusa, Vice President. 


MEMORANDUM DISCUSSING PROPOSAL OF UNION CARBIDE AND CARBON CORPORATION 
To PURCHASE GOVERNMENT-OWNED RUBBER-PRODUCING FACILITY At INSTITUTE, 
KANAWHA CouNTY, West VIRGINIA, IDENTIFIED AS PLANCOR 980 


This memorandum, submitted pursuant to Section 7 of the Instructions and 
Information dated August 15, 1955, issued by the Commission in connection with 
the sale of Plancor 980, discusses Carbide’s proposal to purchase Plancor 980 in 
relation to the several criteria set forth in the Disposal Act, and particularily 
Section 17 of the Act. 

1. Business Activities and Financial Position of Prospective Purchaser 

Carbide is engaged in the general chemical business. It is among the largest 
companies in the chemical industry. The principal business activities of the 
Corporation are divided into five major groups: Alloys and Metals; Synthetic 
Organic Chemicals; Electrodes; Carbons and Batteries; Industrial Gases and 
Carbide ; and Plastics. 

The products of the Alloys and Metals group are used largely in the metal- 
producing, metal-fabricating, and metal-consuming industry. The operations 
of the Chemicals group have grown out of fundamental organic chemical research 
in investigating the pessibilities of the manufacture of synthetic organic chemicals 
from hydrocarbon raw materials. The operations of the Electrodes, Carbons, and 
Batteries group include the manufacture and sale of products made partly or 
entirely from carbon. The products and processes of the Industrial Gases and 
Carbide group include acetylene, calcium carbide, and oxygen, and certain 
welding apparatuses and processes. The Plastics group produces synthetic resins 
that are sold to fabricators for further processing, and also semiprocessed plastics 
sold to companies that employ these materials in their finished products. 

Carbide is not engaged in the production or sale of rubber and participates only 
to a very minor extent in the production or sale of petroleum. Carbide manufac- 
tures butadiene in limited quantities, estimated to be approximately 4% of the 
total butadiene produced in the United States. This butadiene is presently being 
sold under contract to several users. Carbide also produces styrene, the other 
component of GRS rubber. Styrene is also used in the production of polystyrene 
and related plastic materials. Carbide’s production of styrene is estimated to be 
approximately 8% of the total production of styrene in the United States. 

Carbide’s financial condition is such that it can purchase this facility without 
in any way impairing its financial structure. Attached hereto is a copy of 
Carbide’s Annual Report for the year 1954, together with a copy of its earnings 
report for the first six months of the year 1955. 


2. Sale to Prospective Purchaser Will Benefit Small Business Enterprises 


Carbide has no operations that are devoted to the production or sale of rubber. 
Bakelite Company, a division of Carbide, uses rubber in certain of its plastic 
compounds but this use is so small that it would have little or no effect on the 
operations of Plancor 980. Carbide is willing to specify, if the Commission 
requires, a certain portion of the production from this facility which would be 
available for sale to small business enterprises. 


3. Technical Competence 
Carbide has operated plants specifically for chemical production since 1925. 
Carbide has traditionally been concerned with the manufacture of aliphatic or- 


ganic chemicals. Presently it operates several large plants for the production 
of chemicals and plastics. Research and development work on the basic aliphatic 
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compounds has led to developments in other fields. Studies in polymer chemistry 
have produced the vinyl resins, polyethylene, and polyalkylene glycols. 

In the period shortly after the entrance of the United States into World War 
II, Carbide began intensive development work on a butadiene from alcohol proc- 
ess. The results of the pilot development were translated into a large scale design 
by Carbide people. Three butadiene plants were built for the Government utiliz- 
ing this design, two of which were operated by Carbide for the Government. 

In particular, Carbide has long been a producer of vinyl polymers, many of 
which are produced by techniques similar to those required in the production 
and processing of synthetic rubber. 

Carbide possesses a combination of knowledge, skill, and facilities based on its 
owh manpower and resources and cooperative activities of research foundations 
and fellowships. Carbide has the technical competence required to operate a 
rubber producing facility. 


}. Sale to Prospective Purchaser Will Promote Free, Competitive, Synthetic 
Rubber Industry 

Since Carbide is a very small user of synthetic rubber, essentially all the rub- 
ber produced by Carbide in Plancor 980 would be available for sale to others. 

Carbide has always been a leader in the field of chemical and polymer develop- 
ment. The development techniques used in the past were patterned to a wide- 
spread distribution of a product coupled with technical aid whenever such help 
was requested. These same techniques can be adapted to stimulate the sale of 
rubber produced in Plancor 980. 

Therefore, if Carbide is the successful bidder for Plancor 980 an energetic and 
capable new producer will enter the synthetic rubber field. 
5. Good Faith of Prospective Purchaser 

Carbide represents that it actually intends to operate the facility for the pro- 


duction of synthetic rubber. The extent of operation will be dependent upon 
the availability of raw materials, 2nd upon the economic factors involved. 
|. Proposed Purchase Price Represents Full Fair Value for the Facility 

The price which Carbide proposes to pay for this facility represents Carbide’s 
careful estimate of the full fair value of the facility. The purchase price was 
arrived at after considerable thought and judgment were exercised in regard 
to the following matters: 

(a) Plancor 980 utilizes an obsolete process to produce “hot” GRS. This re- 
sults in higher production costs than normally encountered in more modern 
processes. 

(b) Plancor 980 is limited to the production of hot GRS type rubber. In the 
Table attached, statistics derived from various reliable sources are presented to 
show the expected hot rubber demand in the next few years. The hot rubber 
demand was assumed to be 30 percent of total S-type rubber through the year 
1960 even though this assumption is considered high because recent experience 
has been that the percentage share of the market enjoyed by hot GRS is gradu- 
ally decreasing. Conversion to cold rubber in whole or in part will eventually be 
required, in which event substantial additional investment will have to be made. 

(c) Plancor 980 has been in standby condition for over two years. All other 
Government-owned copolymer plants were operating when sold. It will take 
substantial expenditures over and above the purchase price to restore this 
facility to operating condition and to assemble and train the necessary operat- 
ing organization. 

(d) Plancor 980 has no steam, cooling water, and certain other utilities. Addi- 
tional investment in these utility faciilties must be planned immediately and 
undertaken promptly as the agreement under which these utilities will be sup- 
plied from an adjacent chemical plant will expire in June 1957. Further in- 
vestment for waste disposal facilities may also be required. 

(e) The production costs noted in GRS-6, the bulletin issued by the Commis- 
sion, are based on labor costs for the years 1951, 1952, and 1953. Labor costs 
have increased by approximately 10% since 1953. 

(f) Plancor 980 is located far from the major sources of butadiene (Gulf 
Coast area). This location problem results in freight costs higher than those 
normally encountered at other synthetic rubber plants. 


7. National Security 


Carbide represents that the sale of Plancor 980 to Carbide pursuant to the 
terms of Carbide’s proposal is consistent with national security. Carbide’s 
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record of war production and cooperation with the Government in periods of 
national emergency, including its selection for operation of the atomic ener: gy 
facilities at Oak Ridge, Tennessee, and Paducah, Kentucky, gives evidence that 
Carbide is a reliable and able contributor to the national defense effort. 


8. Conclusion 


Carbide believes that the foregoing information fully justifies acceptance of its 
proposal to purchase Plancor 980 and that a sale of the facility to Carbide wi) 
be in accord with the objectives of the Act. 

Respectfully submitted. 

Union CArpipe & CARBON Corp.. 
By [Signed] Kennetu Rusa, Vice President. 
OCTOBER 6, 1955. 


Rubber supply-demand projections, 1954-60 
(Thousands of — ee 


Estimated Trend value 


1957 


United States new rubber consumption | 1,233 1, 490 | 4 1,350 | 1,500 
Foreign new rubber consumption___.__- aia 1,272 | 1,360 | 1,450) 1,540 | 
World consumption new rubber_..-....---- -| 2,505 | 2,850 2,800 | 3,040 
Natural rubber consumption.................| 1,765 | 1, 850 1, 850 1, 850 


| } 

World synthetic rubber demand___-_...__...- 740 1, 000 590 | 1,190 
World demand speciality synthetic.. 205 | 200 220 
World demand S-type synthetic 560 795 | 750 970 
Foreign supply S-type synthetic. __........_-| 60 65 | 70 | SO 
Demand for United States S-type synthetic | 500 | 730 | 680 890 | 7 1, 070 f 1,110 
Hot rubber demand if assumed 30 percent of | | } 


| } 
etek O00 a5 anne nk nctideecepehien -=| 150 | 220 | 204 | 267 291 321 








Sources: Business and Defense Services Administration, U. S. Department of Commerce. Rubber 
Statistical Bulletins—1955, International Rubber Study Group. Market Research Department, Carbic 
& Carbon Chemicals Co. 

Untrep Russer & CHEMICAL Co., 
P. O. Box 1913, Charleston 27, W. Va., Octoher 6,1955. 


Russer PrRopucinG Facturrires Disposart ComMIsstIon, 
811 Vermont Avenue NW., 
Washington 25, D. C0. 


GENTLEMEN: Pursuant to the Rubber Producing Facilities Disposal Act of 
1953, Public Law 205, 83d Congress, ist Session, as amended by Public Law 336, 
84th Congress, Ist Session, approved August 9, 1955 (hereinafter sometimes 
referred to as the “Disposal Act”), and “Instructions and Information” issued 
thereunder by the Rubber Producing Facilities Disposal Commission (herein- 
after sometimes called the “Commission”) and in response to Invitations for 
Proposals dated August 15, 1955, published by the Commission, United Rubber & 
Chemical Company hereby submits to the Commission the following proposal 
for the purchase of the Government-owned rubber producting facility at Insti- 
tute, West Virginia, designated as Plancor No. 980. 


1. Identification of Prospective Purchaser 


United Rubber & Chemical Company (hereinafter referred to as “United” ) 
was incorporated as a Delaware corporation on June 23, 1955. Its corporate 
office is located at 100 West Tenth Street, Wilmington, Delaware, and its execu- 
tive offices are maintained in the United Carbon Building, Charleston, West 
Virginia. The capital structure of United consists of 100,000 shares at $100 par 
value common stock authorized, with 50,000 shares issued and outstanding, all of 
which is owned by United Carbon Company. United is a wholly owned sub- 
sidiary of United Carbon Company, which is a Delaware corporation, organized 
in the year 1925. Its corporate office is likewise located at 100 West Tenth 
Street, Wilmington, Delaware, and its executive offices are located in the United 
Carbon Building, Charleston, West Virginia. United Carbon Company has out- 
standing only one type of securities, namely, common stock, the shares of which 
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are listed:on the New York Stock Exchange, and at the end of 1954 there were 
4,269 registered holders of its stock. Except as hereinabove stated no afiilia- 
tions or associations by stock ownership or otherwise exist and none are con- 
templated in connection with the acquisition or operation of the facility covered 
by this proposal. 


9. Identification of Facility 


This. proposal to purchase covers the Government-owned rubber-producing 
facility located at Institute, West Virginia, known as Plancor 980, described in 
the Commission’s Brochure GRS-—6 and supplements 1 and 2 thereto. It is 
United’s understanding that said facility includes, without limitation, all land, 
buildings, structures, improvements (whether on or off the plant site), ma- 
chinery, equipment, and other property associated with and now forming a 
part of this facility. 


8. Raw Material Supply 


Butadiene at the present time is in short supply. United has investigated 
various sourees of supply of this material but has not completed any firm con- 
tractual arrangements covering the butadiene requirements for the facility pro- 
posed to be purchased. Inasmuch as there is no butadiene plant adjacent to 
this facility, as is the case with the other large copolymer plants, procurement of 
a supply of this raw material presents special problems. It is United’s opinion 
that for the present and some time in the future there will not be available in 
the market a sufficient supply of butadiene to permit full operation of this 
facility. Until the butadiene industry increases its productive capacity United 
does not foresee a quantity of this raw material available for operating more than 
two units of this plant at the most, and it is probable that it may not be possible 
to operate efficiently more than one unit. However, we are investigating possible 
sources of this raw material and believe that we shall be able to obtain com- 
mitments for such quantities as are presently available. 

An adequate supply of styrene and other raw materials for the operation of 
this facility upon satisfactory terms and conditions is available on the open 
market. 


}. Disposal of End Products 


On July 15, 1955, United acquired from the Government the copolymer plant 
at Baytown, Texas, known as Plancor 877, and is presently operating the same 
and suecessfully disposing of the end products thereof. Neither United nor its 
parent or any affiliated company are engaged in the manufacture of rubber 
products. Since United has no “captive outlet” for the synthetic rubber pro- 
duetion from this facility the entire production will be available for sale in the 
open market. United expects to offer a substantial portion of the production 
from this plant to small business enterprises at fair prices upon terms and con- 
ditions generally competitive with other private suppliers. If the Commission 
would prefer it would be agreeable with United to specify a certain portion of 
the production from this facility which would be available to small busines 
enterprises. 


5. Operation of Facility 
United intends to operate the facility for the production of synthetic rubber 
at as high a level of production as market conditions and other limiting factors 


will permit. United has no present plans to devote any part of this facility 
to the production of any other product. 


6. National Security Clause 


United agrees to accept as part of the contract of sale andinstruments in execu- 
tion thereof, the National Security Clause incorporated in the Commission’s 
standard form of contract of sale. In the event that this clause is hereafter 
modified as to any purchaser of a government-owned copolymer plant making 
the obligations therein less onerous on such purchaser, United would expect to 
receive the benefit of such modification. 


7. Patents and Technical Information 


United does not now claim, nor does it intend to claim, directly or indirectly, 
any “right” (as that term is defined in paragraph 3e of the Commission’s Instruc- 
tions and Information dated August 15, 1955) to any process, device, or product 
presently in use in the facility or which is necessary to permit the use of the 
facility for the purpose for which it was designed and constructed. It is one of 
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the conditions of this proposal that the Commission or other appropriate goverp. 
mental agency extend to United such immunity from suit or, upon request of 
United, request a license, upen reasonable terms and conditions no less favorabje 
than those then being offered, on any patents relative to the operation by United 
of the facilities within the synthetic rubber field as to which the said Commissioy 
or other appropriate governmental agency has the power to extend such immn- 
nity or to make such a request for license. United intends to request such reagon- 
able term licenses and immunity from suit, to the extent the Commission or other 
appropriate governmental agency shall be able to grant or obtain the same, after 
United has determined that such license or immunity from suit may be necessary 
to permit its operation of the facility covered by this proposal. 


&. Agreement to Negotiate 
United agrees to negotiate with the Commission for the purchase of the facility 
at times and places to be established by the Commission. 


9. Conditions or Contingencies 


This proposal is submitted upon the following conditions or contingencies : 

(a) That United shall be able to obtain a firm long-term commitment upon sat- 
isfactory terms and conditions of a supply of butadiene sufficient for the opera- 
tion of this facility or a sufficient portion thereof to make such operation 
economically feasible. (See paragraph 3 above.) 

(b) That United shall receive royalty free or be able to acquire on a reasonable 
basis licenses, or immunity from suits, which will enable it to operate the facility 
competitively and manufacture, use and sell the products resulting therefrom, as 
is more fully discussed in paragraph 7 above. 

(c) That the Commission (without warranty of title) shall be able to deliver 
marketable title to the facilities including without limitation, lands, buildings, 
structures, utilities, fixtures, machinery, equipment, pipelines, easements and 
other property comprising or appurtenant to the facility, free and clear of all 
liens, claims or encumbrances and unburdened with any fixed or contingent liabili- 
ties which must be assumed by United. It is understood that certain services, 
required for the operation of this facility are furnished by or obtained through 
Carbide and Carbon Chemical Company and this proposal has been made upon 
the assumption that United will be able to obtain from Carbide a continuance of 
these services upon such basis as will permit this facility to operate competitively 
with other copolymer plants in the privately owned synthetic rubber industry. 
United expects to explore this matter promptly with Carbide and will report to 
the Commission the progress made during the negotiation period. 

(d)That all risks of damage to and destruction of the facilities, in whole 
or in part, shall be borne by the Government until the time of actual transfer 
of possession amd at the time of such transfer of possession of said facilities 
the same shall be in at least as good condition as at the date hereof, normal 
wear and tear excepted. 


10. Amount Proposed to be Paid 


Subject to the conditions and contingencies hereinabove stated, United offers 
to pay the sum of $4,000,000.00 for the facilities known as Plancor 986, and 
further described and identified in paragraph 2 of this proposal. On October 6, 
1955, United deposited in the Federal Reserve Bank of New York as fiscal agent 
of the United States for the account of the Commission the sum of $110,000.00 
which amount is in excess of 24% of the gross amount proposed to be paid for 
said facility. United proposes to pay the purchase price at its election in the 
following manner: (a) Either cash in full at closing, or (b) 25% in cash upon 
the delivery of title instruments covering the facilities and the balance by the 
execution of a first lien purchase-money mortgage containing mutually satisfac- 
tory terms to be negotiated pursuant to Section T (e) of the Disposal Act, and 
providing, among other things, for periodic amortization over a ten year period. 
with interest on unpaid balances at the uniform rate of 4 percent per annum 
and with the right in United at certain stated intervals to pay all or any part 
of said deferred balance without penalty or premium. 

United agrees to purchase for cash along with the facility all raw materials 
(except feedstocks), supplies, repair parts, spare parts, and stores located at, 
or in transit to, the facility on the effective date of the sale at the cost thereof 
less depreciation, if any, as determined by the accounting procedures currently 
in use by the Government Agency having responsibility for the operation of the 
facility. It is understood that the price to be so paid shall be separate from and 
in addition to the amount designated in this proposal as payment for the facility 
as such, 
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11. Supporting Memorandum 


In compliance with Section 7 of the Commission's “Instructions and Informa- 
tion,” dated August 15, 1955, United submits herewith and incorporates herein 
bv reference its memorandum discussing this. offer to purchase in relation to 
the several criteria for disposal as set forth in the Disposal Act. 

Respectfully submitted, 

Unirep RuBser & CHEMICAL Co., 
By [Signed] Osman E. Swartz, Vice President. 


MEMORANDUM DIscUSSING PROPOSAL OF UNITED RuUBBER & CHEMICAL COMPANY 
To PURCHASE GOVERNMENT-OWNED RUBBER-PRODUCING FACILITY AT INSTITUTE, 
West VIRGINIA, IDENTIFIED AS PLANCOR 980 


1, INTRODUCTION 


This memorandum is submitted in conjunction with and in support of the pro- 
posal of United Rubber & Chemical Company (hereinafter referred to as “United 
Rubber”) to purchase the government-owned, rubber-producing facility at Insti- 
tute, West Virginia, known as Plancor 980, and pursuant to Section 7 of instruc- 
tions issued by the Rubber Producing Facilities Disposal Commission (herein- 
after referred to as the “Commission”) dated August 15, 1955, with especial 
reference to the several criteria for disposal as set forth in the Rubber Producing 
l'‘acilities Disposal Act of 1953, as amended by Public Law 336, 84th Congress 
(hereinafter referred to as the “Disposal Act”). 


Il. INFORMATION REGARDING PROSPECTIVE PURCHASER AND ITS BUSINESS ACTIVITIES 


As stated in its proposal United Rubber was incorporated on June 23, 1955, as 
i Delaware corporation. It holds title to and operates the synthetic rubber 
plant at Baytown, Texas, known as Plancor 877, which it acquired by purchase 
trom the Commission on July 15, 1955. At the present time United Rubber has 
no other assets and performs no other functions. The Government rated the 
capacity of the Baytown copolymer plant at 44,000 long tons annually, and ac- 
cording to latest Government figures private GR-S capacity is distributed among 
the several members of the industry as follows: 


i Annual | 

Iw . capacity | Percent of 
_ of | (thousands | total 

I F of long | capacity 

tons) | 


Company 


| 
| 


| 


Firestone Tire & Rubber Co 

Goodyear Synthetic Rubber Corp 

Texas-United States Chemical Co 

United States Rubber Co__- CI Ee EL 
Goodrich-Gulf Chemicals, Inc... ......-...-.---. 

Shell Chemicals Corp 

Phillips Chemical Co___-_--- 

Copolymer Corp.__.--- -- Rieu. : ois bi 
American Synthetic Rubber Corp------.........-....--..--- 
United Rubber & Chemical Co 


Wetec Me VS Bt 


129. 6 
114.8 | 
88.0 | 
22. 2 | 
90.0 | 
89. 0 

63. 0 | 


te seaaiies 
PO MOM geo 
CNA WOOSRI 


von 
Be tee ae te te tt et 


The capital of United Rubber consists of 100,000 shares of $100 par-value 
common stock authorized, with 50,000 shares issued and outstanding, all of which 
is owned by United Carbon Company (hereinafter referred to as “United Car- 
bon”). United Rubber, therefore, is a wholly owned subsidiary of United Carbon, 
which was ereated in 1925 as a Delaware corporation and has continuously 
engaged in the business for which it was organized since that date. It is not 
affliated with or controlled by any other corporation, group or syndicate. 
United Carbon has only one class of securities, namely, common stock, which 
is listed on the New York Stock Exchange, and as of December 31, 1954, its 
1,193,655 issued and outstanding shares were owned by 4,269 registered owners 
and no one person, firm or corporation owns of record as much as 10% thereof. 
United Carbon and its wholly owned subsidiaries (other than United Rubber 
hereinabove discussel) are engaged principally in the business of manufacturing 
carbon black and priuting inks and the production of crude oil and natural gas. 


72427—56——-14 
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United Carbon is one of the world’s leading manufacturers of carbon black. 
It manufactures and sells all of the principal types of carbon black required by 
industry and the more important users are in the compounding and fabrication 
of rubber, and in the manufacture of inks, paints and plastics. United Carbon 
operates twelve plants for the manufacture of carbon black in the states of 
Louisiana, Kansas, New Mexico and Texas and maintains its own sales offices in 
Boston, New York, Chicago, Akron and Memphis and has sales agencies in other 
principal cities in the United States, Canada and Mexico and throughout the 
world. These sales offices and agencies also handle the sales of synthetic rubber 
for United Rubber. In the year 1954 United Carbon produced and sold in excess 
of 225 million pounds of carbon black of all types, which was slightly less than 
16% of the total domestic production of the industry. Most of the carbon black 
used throughout the world is produced in the United States and, while the posi- 
tions of the principal manufacturers in the industry often vary from year to 
year, at the present time United Carbon is the third largest producer. 

Through its subsidiary, Charles Enu Johnson Company, Inc., of Philadelphia, 
Pennsylvania, United Carbon is engaged in the manufacture of printing inks. 
Manufacturing plants are located in Philadelphia, Chicago and Kansas City and 
the product is sold throughout the United States. 

United Carbon is also engaged in the exploration for and the production of 
crude oil and natural gas. It owns no refineries and does not engage in manu- 
facturing, transporting or marketing of petroleum products and therefore is not 
in position to supply feedstocks for the manufacture of synthetic rubber. Its 
principal operations are conducted in the Appalachian, Mid-Continent and Gulf 
Coast Areas and it is classified as a medium sized independent producer of oi! 
and gas. 


Ill, FINANCIAL POSITION OF PROSPECTIVE PURCHASER 


As heretofore stated, United Rubber is a wholly owned subsidiary of United 
Carbon and the latter corporation will make available to it such funds as it 
might require for its corporate purposes, United Carbon’s financial condition 
is such that it can either advance to or secure for United Rubber whatever 
amounts may be required for the purchase and operation of the rubber producing 
facility covered by this proposal without in any wise impairing its financial struc- 
ture. As above indicated the capitalization of United Carbon consists entirely of 
common stock. On July 15, 1955, United Carbon through its wholly owned and 
newly organized subsidiary, United Rubber, purchased from the Government for 
eash the Baytown, Texas, copolymer plant, known as Plancor 877. This pur- 
chase involved a total cash outlay of approximately $8,500,000, and to provide 
a portion of the funds required United Carbon borrowed from a group of New 
York banks $6,000,000 on an installment note payable over a period of six years 
United Carbon has operated at a profit every year since it was organized, except 
in the year 1932. On June 30, 1955, United Carbon and its subsidiary companies 
had current assets of $15,315,726.69, of which $7,760,688.14 was cash and United 
States Government bonds, against current liabilities of $4,012,708.17, giving it 
a net working capital of $11,303,023.52. Attached hereto and made a part hereof 
is a copy of United Carbon’s Annual Report for 1954 and its latest published 
quarterly report which is for the period ending June 30, 1955. The quarterly 
report covering the operations of United Carbon and its subsidiary companies 
for the quarter ending September 30, 1955, will be available early in November 
and it will reflect the purchase and operation of Plancor 877 above referred to. 
United Rubber will furnish any financial information or references which the 
Commission might request. 


IV. SALE TO PROSPECTIVE PURCHASER WILL BENEFIT SMALL BUSINESS ENTERPRISES 


The Baytown, Texas, copolymer plant which produces several different types 
of synthetic rubber is owned and operated by United Rubber. Except for this 
facility, United Rubber and its associated companies do not own or contro! any 
plants for the production of rubber, rubber products, or raw materials necessary 
for their production, and they do not contemplate engaging in the business of 
manufacturing rubber products. Since United Rubber has no “captive market” 
for any part of the production from the government-owned facility which it 
desires to purchase, the entire output will be available for sale on the open market 
thereby further assuring small business enterprises of an abundant supply of 
synthetic rubber. United Rubber has a wide acquaintanceship among small 
rubber manufacturers and would make a special effort to see that their require 
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ments for synthetic rubber are met from the production of Plancor 980 as it is 
currently doing in connection with production from its Baytown Plant. As stated 
in its proposal in order to insure that small-business enterprises and users obtain 
their fair share of the end products from this plant and at fair prices United 
Rubber would have no objection to a stipulation designed to accomplish that 
objective in any Contract of Sale which it might sign with the Commission. 


Vv. TECHNICAL COMPETENCE 


Although United Rubber only became a part of the synthetic rubber industry 
on July 15, 1955, it has already gained valuable experience in this field. It has 
experienced no difficulty whatever in operating its Baytown Plant at capacity and 
in producing therein high-quality products for which it has found a ready market. 
A large technical staff is employed at the Baytown Plan and a pilot plant and 
laboratory form a part of the plant facilities, all of which are devoted entirely 
to work on synthetic rubber. Prior to the entrance of United Rubber into the 
synthetic rubber field, United Carbon was not without experience with respect 
thereto. Late in 1943 and early 1944 it became apparent that one of the limiting 
factors of the synthetic rubber program would be the ability to produce carbon 
blacks of the type and in the quantity required for use therewith. Simultaneously 
with the building of the synthetic rubber plants the government undertook to 
expand the nation’s carben-black capacity and in this program United Carbon 
was selected to build for the government and operate at Odessa, Texas, the 
largest channel-type carbon-black plant that has ever been constructed. This 
task was performed by United Carbon to the thorough satisfaction of the Recon- 
struction Finance Corporation, which furnished the funds for the construction 
of the plant. 

United Carbon has always produced high-quality carbon blacks and has been 
one of the more aggressive and successful in the field in its research activities. 
Since approximately 95% of the carbon black produced by United Carbon is 
consumed by the rubber industry, it has been necessary that its products meet 
the quality requirements of its customers. Because of this fact the research and 
technical people of United Carbon have worked closely with the research and 
technical people in the rubber industry to develop carbon blacks suitable for use 
with improved. types of synthetic rubber. This cooperative effort began when 
synthetic rubber was first produced in the United States in commercial quantities 
and is continuing at the present time. United Carbon now has in its carbon- 
black division on its research and development staff a large number of employees 
who devote their full time to research and technical matters pertaining to carbon 
black and its use in the compounding of rubber. It also maintains large, fully 
equipped research and evaluation laboratories at Charleston, West Virginia, and 
Borger, Texas, and control laboratories at each of its manufacturing plants. 
Those in charge of these activities for United are technically trained, some at the 
Ph. D. level, and are recognized authorities in their field. Because of its 
close association with the rubber industry, United Carbon is fully aware of 
the problems involved in connection with the production of synthetic rubber and 
believes that it can make a definite contribution toward the further improve- 
ment thereof, 

Attention is called to the fact that United Carbon, parent of the prospective 
purchaser, has back of it a record of many years of successful manufacturing 
operations. 

As stated in paragraph II hereof, United Carbon maintains its own sales offices 
in Boston, New York, Chicago, Akron, and Memphis, and has sales agents in the 
principal cities of the United States, Canada, and Mexico, and in all foreign 
countries. Since its entry into the synthetic rubber field through its subsidiary, 
United Rubber, United Carbon has greatly strengthened its sales organization, 
both domestic and foreign. These sales representatives are now handling with 
success the sales of the synthetic rubber production from the Baytown Plant for 
United Rubber, and this same sales organization will handle the sales of produc- 
tion from Plancor 980 if United Rubber is the successful bidder therefor. 


VI. SALE TO UNITED WILL PROMOTE FREE, COMPETITIVE SYNTHETIC-RUBBER INDUSTRY 


United Rubber first engaged in the manufacture of synthetic rubber on July 
15, 1955, when it acquired the Baytown, Texas, copolymer plant from the 
Commission. When operating av its maximum rated capacity this plant can 
account for only 6% of the total domestic GR-S productive capacity. No other 
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member of the industry has a smaller percent of the total domestic capacit, 
and there is only one other member of the industry whose percentage of sai; 
capacity is as low. United Rubber is not engaged in the production of any feed. 
stocks required for the manufacture of synthetic rubber, nor is it associateg 
with any rubber, petroleum, or chemical company other than its parent, |), 
view of the foregoing and since United Rubber is a comparative newcomer jy 
the synthetic-rubber field, the criterion set forth in Section 17 (3) of the 
Disposal Act that recommended sales shall provide for the development within 
the United States of a free, competitive, synthetic-rubber industry would appea) 
to be completely sa. tied by a sale of this facility to it. 

In comparison with the other principal manufacturers of synthetic rubber 
United Rubber is a small company and it fully appreciates that the obligy. 
tions, both financial and otherwise, which it will be required to assume in ¢op- 
nection with this proposed purchase makes it imperative that it make a success 
of this undertaking. United Rubber is fully aware of the part which researc) 
and development will play in the future of synthetic rubber, and it firmly believes 
that with the increased productive capacity which the acquisition of Planco) 
980 will provide it can become a stronger and more vigorous competitor in this 
expanding and dynamic industry. 


VIL AGREEMENT TO OPERATE FACILITY FOR MANUFACTURE OF SYNTHETIC RUBBER 


In proposing to purchase Plancor 980 United Rubber is acting in good fait) 
and as stated in its proposal it proposes to operate the facility for the purpose 
of manufacturing synthetic rubber. To the extent that the market demand may 
require and, subject to other limiting factors, such as an adequate supply of 
feedstocks, United Rubber expects for the present to manufacture in this plant 
synthetic rubber of the same general type as that heretofore produced by the 
Government therein. It is understood that many people who were formerly 
employed in this plant still live in the vicinity thereof and, to the extent possible, 
these former employees will be given preferential treatment in the emnloyment 
of personnel for the operation of this facility. United Rubber would expect to 
obtain most of the employees required from the same general area in whic) 
the plant is located. 

In connection with the operation of this facility United Rubber plans to pursue 
an aggressive research program, and as new or specialized types of synthetic 
rubber are developed it expects to produce the same in this plant if, and to 
the extent that, the same is feasible and market demand from time to time 
may warrant. 


VIII. PROPOSED PURCHASE PRICE REPRESENTS FULL FAIR VALUE FOR THE FACILITY 


The amount which United Rubber proposes to pay for this facility represents 
its careful estimate of the full fair value thereof. We have faith in the future 
of synthetic rubber and are optimistic over the long-term outlook for increased 
demand and expanding markets therefor. While on of the criteria for disposing 
of the synthetic-rubber facilities is that full fair value be obtained, there is 
another criterion which is equally important, namely, that such sales shal! 
provide for the development within the United States of a free, competitive. 
synthetic-rubber industry. The Commission, therefore, is charged with the duty 
to see to it that no bidder in its enthusiasm bids more than the full fair value 
for this facility because an excessive capital cost will make it impossible for 
the plant to compete with other privately owned plants and if, as a result, the 
plant cannot survive in a competitive economy the effect would be to lessen 
rather than to increase competition. 

In arriving at the price to be paid for this facility it has been necessary to 
take certain factors into consideration, and these are briefly pointed out to the 
Commission. 

1. This is a marginal plant which has demonstrated that it is not able to 
produce in a competitive market. The history of this plant fully warrants this 
conclusion. Placed in production on Mareh 31, 1943, the plant continued opera- 
tions until November 1947, at which time it was placed in extended standby by 
order of the Government. This plant was reactivated in January 1951, but in 
May 1952 one unit was shut down and in July of the same year another wit 
ceased operation. This plant continued operating until January 1953 with 
one unit at which time a second unit was reactivated and placed in operation 
On September 16, 1953, both of these units were shut down and the plant has no! 
operated since that date. It will be noted that the periods of operation were dur- 
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ing World War II and the Korean crisis when costs were not a primary con- 
sideration. In addition the government agency operating the synthetic rubber 
plants was allocating certain costs on a program-wide rather than plant basis. 
This was possible because of the large number of plants being operated, but a pri- 
vate purchaser of this facility would not be so favorably situated. There is no 
reason to believe that the pattern for this plant in the future will be any different 
from what it has been in the past. On page 21 of the Commission’s Report to 
Congress dated January 1955, Recommending Disposal of Government-Owned 
synthetic Rubber Facilities the following significant statement regarding Plancor 
ys0 appears, “Industry also regards the plant as a ‘high cost producer’ and unable 
to compete with other plants more favorably located. The Government has 
peen aware of these facts, as evidenced by the fact that the plant has been in 
standby since September 16, 1953. It has not operated since the Korean 
crisis passed.” 

2 While the rated capacity of this plant is 122,000 long tons of synthetic 
rubber per annum it is doubtful if future operations of this facility will approach 
that figure. In the first place, until there is an expansion of domestic butadiene 
capacity it does not appear that a butadiene supply sufficient to operate more 
than two units of this plant is available and it may develop that the quantity 
presently available is only sufficient to operate one unit. It is not anticipated 
that new butadiene producing facilities will come into production earlier than 
eighteen months from the present date. Unlike the other copolymer plants which 
were producing and possessed an established source of raw materials, a full 
omplement of employees and customers for the production, Plancor 980 has been 
n standby since September 1953. Those who are best informed on the situation 
state that former employees residing in the vicinity of the plant who are available 
for reemployment are sufficient to place in operation not more than two units 
of this plant and possibly not more than one. This means that additional operat- 
ing personnel must be trained. Assuming a transfer of possession sometime in 
February 1956, those best informed on the subject state that it would be June or 
later before any production could be obtained from this plant. Attention is also 
called to the fact that some of the equipment has been removed from this 
plant and without its restoration it would not be possible for this facility to oper- 
ate at the capacity assigned to it by the Government. With all of the foregoing 
problems solved, the question of whether this plant could operate for any period 
of time at or near its rated capacity would depend upon the ability to find 
customers for the type of synthetic rubber which this plant is able to produce 
and at prices which it would be necessary to charge therefor. It is our considered 
judgment that a realistic approach to this matter requires that operation of this 
facility for any considerable period of time in excess of 6624% of the rated 
capacity thereof should not be anticipated. 

In this connection, if Plancor 980 becomes a part of the privately owned syn- 
thetic rubber industry its capacity will have to be taken into account in 
determining the percentage of total domestic GR-S capacity which each member 
of the industry enjoys. While the capacity of this facility has been rated by 
the Government at 122,000 long tons annually it would create a distorted picture 
to use this figure in computing the total domestic capacity, first, because it is 
questionable whether the plant in its present condition has that capacity, and 
second, because it is not likely that this plant will operate at its maximum ca- 
pacity over long periods of time. In computing the total domestic GR-S capacity 
a distinction should be made between the theoretical and operable capacity and 
t would be more realistic in determining the operable capacity to use such portion 
of the capacity of Plancor 980 as can be expected to enjoy sustained operations 
under normal conditions in competition and other privately owned plants. 

3. Since this plant has been in standby for more than two years start-up 
expenses would be extremely heavy and it would be some time before profitable 
operations could be expceted. This was not true in the case of the purchasers 
of the other copolymer plants who took over a going concern and were in position 
‘oy enjoy profitable operations from the first day of their ownership. 

4. This facility is only able to produce “hot rubber,” which makes it the least 
Versatile of all the copolymer plants in the Government's synthetic rubber pro- 
gram. It has no equipment for making “cold rubber” and there has been no 
conversion to continuous polymerization. While it may be possible to sell “hot 
rubber” in a seller’s market those best informed on the subject feel that this type ° 
of synthetic rubber is in a period of waning popularity and that its period of 
continued use is very short. There is a strong preference among rubber fabri- 
cators for “cold rubber” and it is daily taking over markets formerly enjoyed 
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by “hot rubber.” It would take a very substantial sum of money and considerable 
time to convert this plant to the manufacture of “cold rubber,” assuming, of 
course, that it was found practical to do so. 

In many respects Plancor 980 is an obsolete plant. It was one of the first 
synthetic rubber plants to be placed in operation and it operated at a high 
rate of capacity during World War II. Due to the urgency for its production 
during that period the plant could not be shut down to incorporate therein im- 
provements developed during later stages of the Government’s synthetic rubber 
program. When it became apparent that this plant would only operate inter- 
mittently it was by-passed by many improvements which were made in the other 
copolymer plants. Consequently, with respect to technological improvements 
Plancor 980 is far behind the other plants which were a part of the Government 
program and it would require substantial expenditures to bring the same up to 
date. 

5. This is the only large copolymer plant which does not have facilities ad- 
joining for the manufacture of butadiene. Since this is a basic raw material used 
in large quantities the disadvantages of this situation are obvious. 

6. This facility is located on a plant site of approximately 36 acres. This area 
is almost entirely covered with plant improvements, leaving no room for addi- 
tional facilities or normal operating requirements. The present plant site is 
adjoined on one side by a much traveled public highway and on the other three 
side by property belonging to Carbide and Carbon Chemical Company. Much 
of the adjoining land belonging to Carbide and Carbon Chemical Company is 
already covered with improvements forming a part of Carbide’s large chemical 
operations in this area, making such land unavailable to the purchaser of 
Plancor 980. It is, therefore, most unlikely that any additional land adjoining 
this plant can be acquired. 

In addition to the foregoing there is an explosion hazard. The Commission 
in its Report to Congress in January 1955, Recommending Disposal of Govern- 
ment-owned Synthetic Rubber Facilities, in speaking of Plancor 980 said, “Indus- 
try engineers have also cited its crowded compactness on relatively small areas 
as an explosion hazard.” Within the past two years there have been several 
fires and explosions at neighboring plants some of which resulted in damage 
to the Government plant. This constant threat of an explosion, therefore, is not 
fancied but real. 

7. As now constituted this facility is not a self-sufficient operable entity. 
Many of the services required for its operation such as gas, water, steam, com- 
pressed air and electricity are furnished by or obtained through Carbide and 
Carbon Chemical Company. In addition, industrial waste water, surface drain- 
age and sewage flows through an industrial and storm sewer which crosses the 
property of Carbide and is used by it. In connection wtih all these services 
and facilities Satisfactory arrangements with respect thereto must be made 
with Carbide and Carbon Chemical Company or independent facilities must be 
installed on Plancor 980 to provide the same. The latter course would involve 
sizable expenditures. 

On page 21 of the Commission’s Report to Congress in January 1955, it is 
stated, “The Commission did not receive a bid for the plant at Institute, W. Va., 
nor was it able to interest any bidder in this facility during negotiations, 
despite continuous efforts to do so.” It is to be remembered also that this facility 
has previously been operated for the Government by two of the major rubber 
companies who are entirely familiar with the same. It cannot, therefore, be 
concluded that this plant was overlooked when bids were being made on other 
Government-owned plants, but its failure to attract any interest among the 
bidders was no doubt due to the deficiencies hereinabove set out. 

The executive offices of both United Rubber and United Carbon are located 
at Charleston, West Virginia, which is just ten miles east of Institute, West 
Virginia. This gives United Rubber an advantage with respect to this plant 
since it is already “on the ground” so to speak, and with its executive and tech- 
nical personnel residing in the area it would be in position to get this plant in 
production with a minimum of delay. Since the plant and this prospective pur- 
chaser are both located in the same county there would be an added incentive 
on the part of United Rubber to operate this facility at as high a level as pos- 
sible so that it would make a real contribution to the economy of the area in 
which it is located. This we understood to have been the hope of the members 
of Congress who introduced and secured the passage of Public Law 336, 84th 
Congress, First Session, under which Plancor 980 is again being offered for sale. 

It is the considered judgment of United Rubber that this plant is far more 
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valuable to national defense as an operating facility than in its present standby 
condition. Any plant which is idle will deteriorate faster than one which is 
operating. In addition, if this plant is in production it will of necessity par- 
ticipate in some of the technological improvements in the industry, but it has 
no chance to do so if it remains in standby. It is entirely possible that if this 
plant is kept idle for any considerable period of time it may lose all value to 
national defense since it would be able to produce a product that had been 
entirely replaced in the market by a superior product. 

Planeor 980 is being kept in standby at a cost to the Government of $240,000 
annually. If this plant is not sold it is assumed that the Government would 
maintain the same in standby for the full ten year term of the national security 
clause imposed on all purchasers. Over such an extended period it is obvious 
that standby costs will increase rather than decrease. Using the presently estab- 
lished figure, however, the Government will actually save a minimum of $2,400,000 
in standby costs by a sale of this plant. This amount must be added to the 
amount of United Rubber’s bid for this facility to determine the gross dollar 
benefit or real return to the Government from a sale of this plant in comparison 
with continued ownership that would retain the facilities in standby for a ten 
year period. 


IX. SALE TO UNITED IS CONSISTENT WITH NATIONAL SECURITY 


United Rubber has accepted and agreed to incorporate in the contract of sale 
and instruments of conveyance the so-called National Security Clause which 
fully protects the interest of the Government. United Rubber further has indi- 
cated that if it becomes the purchaser it expects to operate Plancor 980 for 
the production of synthetic rubber and the production from this plant will be 
available in aid of our national defense program. In addition, United Rubber 
and its parent, United Carbon, are American companies, whose officers and pro- 
duction records are well known to the Government and both have always fully 
cooperated in all matters pertaining to national defense and national security. 


xX. CONCLUSION 


United Rubber believes that the foregoing information fully justifies accept- 
ance of its proposal to purchase the Government-owned rubber-producing facility 
known as Plancor 980; that its proposal satisfies in every particular the criteria 
laid down in the Disposal Act, and that a sale to it of said facility will be in 
accord with the objectives thereof. 

Respectfully submitted. 

UNITED RusBBER & CHEMICAL Co., 
By [Signed] Osman FE. Swartz, Vice President. 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, 
WASHINGTON, D. C. : 


CONTRACT FOR THE SALE OF GOVERNMENT-OWNED SYNTHETIC RUBBER FACILITY, 
PLANCcOR 980 (LocaTEep at INSTITUTE, West VirGrniA) To GoopricH-GuLr 
CHEMICALS, INC., DECEMBER 19, 1955 


RUBBER PRODUCING FACILITIES DISPOSAL COMMISSION, an instru- 
mentality of the United States Government, created by and acting pursuant to 
the Rubber Producing Facilities Disposal Act of 1953, as amended (hereinafter 
called the Commission), and Goodrich-Gulf Chemicals, Inc., a corporation of 
the State of Delaware (hereinafter called the Purchaser), agree as follows: 

SECTION 1. The following terms used in this agreement, when capitalized, shall 
have the respective meanings here assigned for all purposes of this agreement: 

(a) Ae The Rubber Producing Facilities Disposal Act of 1953, as 
amended. 

(b) Commission: Rubber Producing Facilities Disposal Commission, or, 
if it shall have ceased to exist, such other agency of the United States of 
America as the President shall have designated to administer the contracts 
and leases and other matters involving the Commission. s 

(c) Government: The United States of America or any department, 
agency, officer, or instrumentality thereof. 





212 


DISPOSAL OF INSTITUTE, W. VA., RUBBER PLANT 


(d) Operating Agency: The department, agency, officer, Government 
corporation, or instrumentality of the United States having responsibility 
for the operation of the Facility. 

(e) Facility: The manufacturing plant known as Plancor 980, located at 
Institute, West Virginia. 

(f) Plant: The property described in the Deed. 

(g) Inventory: The property described in the Bill of Sale. 

(h) Deed: The deed in the form set forth in Exhibit A attached to and 
made a part of this agreement, when completed and executed by the Com- 
mission, conveying the Plant to the Purchaser. 

(i) Note: The promissory note in the form set forth in Exhibit B attached 
to and made a part of this agreement, when completed and executed by the 
Purchaser. 

(j) Mortgage: The purchase money mortgage in the form set forth in 
Exhibit C attached to and made a part of this agreement, when completed 
and executed by the Purchaser, securing the Note. 

(k) Bill of Sale: The bill of sale in the form set forth in Exhibit D 
attached to and made a part of this agreement, when completed and executed 
by the Commission, transferring the Inventory to the Purchaser. 

(1) Plant Account: The fixed asset accounts of the Operating Agency 
with respect to the Facility entitled generally “Land, Structures and Equip- 
ment” and bearing the subtitles “Operating,” “Pilot Plant,’ “Leased,” and 
“Standby.” 

(m) Additions: The aggregate amount charged to Plant Account after 
June 30, 1955, and prior to the delivery of the final statement of Net Addi- 
tions provided for in Section 11, in respect of additions to and betterments 
of the Facility, plus the balance, at the time of the delivery of said state- 
ment, in the fixed asset account of the Operating Agency with respect to the 
Facility entitled “Construction Work in Progress,” excluding from said 
balance, however, charges in respect of expense. 

(n) Retirements: The aggregate amount credited to Plant Account after 
June 30, 1955, and prior to the delivery of the final statement of Net Addi- 
tions provided for in Section 11, in respect of retirements of (1) property 
(other than property destroyed or irreparably damaged after June 30, 
1955) either sold to others than the Purchaser or removed from the premises 
of the Facility after June 30, 1955, or (2) property replaced after June 30, 
1955; adjusted, as to items of such property included in Plant Account 
on June 30, 1955, in the proportion that the fixed dollar amount included 
in Part I of the Tentative Purchase Price bears to the balance shown in 
Plant Account on June 30, 1955. 

(o) Net Additions: Additions minus Retirements. 

(p) Cost of the Inventory: The cost of the Inventory, which may be 
original cost or original cost less depreciation as shown by the accounting 
records of the Operating Agency at the time of transfer, computed pursuant 
to Section 11. 

(q) Tentative Purchase Price: The tentative purchase price for the Plant 
and Inventory, being the sum of the following amounts: 

Part I—A fixed dollar amount of $11,000,000, plus the estimate of Net 
Additions provided for in Section 10; and 
Part II—The estimate of the Cost of the Inventory provided for in Section 
10. 

(r) Deposited Cash: The cash deposit accompanying the Purchaser's 
proposal as submitted to the Commission pursuant to the Act or, if Govern- 
ment bonds were deposited in lieu of cash, the cash to be substituted therefor 
by the Purchaser, not later than the time of transfer, in an amount equal to 
the principal amount of such bonds. 

(s) Closing Date: Such date as the Commission shall designate or re- 
designate pursuant to Section 4 of this agreement. 


Section 2. The Commission will sell the Plant and Inventory to the Purchaser, 


and 


the Purchaser will purchase and pay for the same as hereinafter provided, 


subject to the terms and conditions of this agreement. Such sale by the Com- 
mission will be without representation, covenant, warranty, or guaranty, express 
or implied, in respect of the subject matter thereof, either as to title, identity, 
quantity, character, condition, size, number, or kind or as to capacity, operation, 
or production at any time or fimes ; and no damages shall be paid and no allow- 
ance or deduction from the price to be paid by the Purchaser shall be made, nor 
shall failure on its part to perform its obligations under this agreement be ex- 
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cused or justified, upon the ground of any such representations, covenants, 
warranties, and guaranties. The Purchaser has inspected the Facility and has 
acquainted itself with the Government's title thereto; it aceepts the descriptions 
in Exhibit A as aceurate and adequate descriptions of the property to be con- 
veyed by the Deed (subject to correction by the Commission of errors, if any, 
discovered prior to the delivery thereof) and will make no claim for any allow- 
ance, refund, deduction, or adjustment, nor seek to justify nonperformance of 
its obligations under this agreement, by reason or on the ground of any error or 
omission in said descriptions. 

SecTion 8. The Commission does not warrant, expressly or impliedly, that the 
operation of the Facility, the practice of any process therein, or the use or sale 
of any equipment, machinery, or other facilities thereof will be free from patent 
infringement or from obligations to pay royalties, or that the use, sale, transfer, 
or disclosure of any know-how, technical information, engineering data, or trade 
secrets will be free from restrictions, and the Commission does net assume any 
liability to protect, defend, or save harmless the Purchaser or others against 
claims, demands, or causes of action arising out of any patent or any know-how, 
technical information, engineering data, or trade secrets. 

Section 4. The Commission will designate a date for the payment of the 
Tentative Purchase Price by, and the transfer of the Plant and Inventory to, 
the Purchaser. Such data, as initially designated, shall be within a period 
terminating 30 days after the expiration of the period for congressional review 
provided for in Section 26 (c) of the Act; provided, however, that the Commission 
may cancel such initial designation, in which event it will designate a later date, 
subject to cancellation and redesignation as often as the Commission shall deem 
advisable, and failure to complete transfer of possession of the Facility within 
said 30-day period shall not give rise to or be the basis of rescission of this agree- 
ment. The Commission will give the Purchaser written notice at least 15 days in 
advance of each date designated or redesignated pursuant to this Section 4. 

Section 5. The Purchaser will pay the Tentative Purchase Price to the Com- 
mission or its order on the Closing Date, at the office of the Commission, 811 
Vermont Avenue, NW., Washington, D. C., against delivery of the Deed, the 
Bill of Sale, and possession of the Plant and Inventory, as follows: 

(a) Not less than 25% of Part I of the Tentative Purchase Price in cash 
by application of the Deposited Cash and by check for the remainder of 
said percentage and the balance of said sum in the form of the Note secured 
by the Mortgage, the respective percentages to be determined by the Pur- 
chaser upon notice to the Commission at least 10 days before the Closing 
Date; and 

(b) Fart II of the Tentative Purchase Price in cash by check. The check 
or checks delivered by the Purchaser pursuant to this Section 5 shall be in 
certified form, collectible at par, and the Purchaser will deliver to the Com- 
mission at the closing whatever instruments may be required or appropri- 
ate to make effective the application of the Deposited Cash as provided 
in this Section 5. 

Section 6. On the Closing Date, upon recepit by the Commission of the cash 
and the Note and the Mortgage in payment of the Tentative Purchase Price pur- 
suant to Section 5, the Commission will deliver to the Purchaser the Deed, the 
Rill of Sale, and possession of the Plant and Inventory. Upon written request of 
the Purchaser submitted at or after the time of transfer, the Commission will 
promptly execute and deliver to the Purchaser such additional instruments of 
transfer or conveyance as may be necessary or appropriate with respect to the 
Plant, Inventory, or any part or parts thereof, and it is agreed that this obliga- 
tion shall survive the delivery of the Deed and the Bill of Sale. 

SecTIon 7. Accrued and unpaid taxes and assessments levied or assessed on 
property of the Facility for the tax year in which the transfer occurs shall be 
prorated between the parties as of midnight preceding the transfer. If the 
amount of such taxes and assessments is not then ascertainable, the proration 
shall be based upon the most recent ascertainable taxes and assessments levied 
or assessed on such property, and the Commission will cause to be paid to the 
Purchaser in eash, at the time of transfer, the share of the Operating Agency for 
the period from the first day of the tax year in which the transfer occurs to mid- 
hight preceding the transfer. The Purchaser will pay to the Commission in cash 
at the time of transfer, the Purchaser's pro rata share, calculated from midnight 
preceding the transfer of such taxes and assessments, if any, levied or assessed 
on property of the Facility, as shall have been prepaid by the Operating Agency. 
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Section 8. The Purchaser will obtain at its expense such internal revenue and 
other documentary stamps as may be required by law to be placed upon all instry- 
ments and documents required by this agreement, and will properly affix ang 
cancel the same at the closing. The Purchaser will also pay all fees and taxes 
in connection with the filing, recording, and registration of such instruments and 
documents, and any taxes applicable to the sale and transfer of the Plant and 
Inventory. 

Section 9. Each of the parties to this agreement undertakes to have a repre. 
sentative or representatives at the Facility on the Closing Date, to take such 
action as may be deemed necessary in connection with the transfer and delivery 
of the Plant and Inventory. 

Sectron 10. The Commission will supply to the Purchaser in writing, not less 
than 15 days prior to the Closing Date, an estimate of Net Additions and of the 
Cost of the Inventory as of the Closing Date, and a statement of the amount, if 
any, payable under Section 7. 

SEcTION 11. The Operating Agency will compute the Cost of the Inventory and 
make such physical check of the items included in the Inventory as it deems 
necessary, all as of the end of the accounting day at the Facility next preceding 
the transfer, and independent certified public accountants selected by the Operat- 
ing Agency will verify such computation. Within 120 days after the transfer 
the Commission will furnish to the Purchaser in writing a final statement of Net 
Additions and the Cost of the Inventory as of the time of transfer, describing in 
reasonable detail the additions and betterments, construction projects, and retire- 
ments included in Net Additions and the classes and quantities or volume of prop- 
erty included in the Cost of the Inventory. Any actual additions, betterments, 
and retirements that would qualify as Additions and Retirements but for the fact 
that, when said final statement is prepared, they have not been entered on the 
books of the Operating Agency shall, nevertheless, be treated as Additions or 
Retirements, as the case may be, in computing Net Additions. If the sum of 
Net Additions and the Cost of the Inventory in such final statement shall exceed 
the sum of the corresponding estimated amounts in the statement furnished pur- 
suant to Section 10, the Purchaser will promptly pay the excess amount to the 
Commission in cash; if the sum of the estimated amounts shall exceed the sum 
of the final amounts, the Commission will promptly cause the excess amount to 
be paid to the Purchaser in cash. After the transfer, the records of the Operat- 
ing Agency relevant to the computation of Net Additions and the Cost of the 
Inventory will be made available for inspection by the Purchaser at its request. 

Section 12. The Purchaser represents and warrants to the Commission, as an 
inducement to the Commission's entering into this agreement and conveying the 
Plant and Inventory to the Purchaser, as follows: 

(a) The-Purchaser is a corporation duly organized and validly existing 
under the laws of the State of Delaware, has adequate corporate power and 
authority to enter into this agreement, perform its obligations hereunder, 
purchase and operate the Facility, and sell or otherwise commercially dis- 
pose of the end product or products of the Facility, and is authorized to 
transact business and is in good standing in the state in which the Facility is 
situated ; and 

(b) The entry into this agreement by the Purchaser has been duly author- 
ized by all necessary corporate action and is not in conflict with or prohibited 
by, nor will the carrying out of this agreement and the acquisition of, pay- 
ment for, and operation of the Facility by the Purchaser be in conflict with 
or prohibited by, any provision of the Purchaser’s charter documents or 
by-laws of any mortgage or other obligation or agreement to which it is a 
party or by which it is legally bound. 

Section 13. The obligation of the Commission to convey title and possession 
of the Plant and Inventory to the Purchaser shall be subject to the condition that, 
at the time of transfer, all statements, representations, and warranties of the 
Purchaser herein be true and correct, the condition that the Purchaser perform 
all of its obligations hereunder calling for action at or prior to the time of trans- 
fer, and the following conditions, specifically, that : 

(a) Concurrently with the delivery of the Deed and the Bill of Sale, the 
Commission shall receive the cash portions of the Tentative Purchase Price, 
the Note and the Mortgage, and an opinion of Reed, Smith, Shaw and McClay 
of Pittsburg, Pa., or to other independent counsel satisfactory to the Com- 
mission, procured at the Purchaser’s expense and satisfactory to counsel 
for the Commission, to the effect that: 
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(1) The Purchaser is a corporation duly organized and validly exist- 
ing under the laws of the State of Delaware, has adequate corporate 
power and authority to enter into this agreement, perform its obliga- 
tions hereunder, purchase and operate the Facility, and sell or other- 
wise commercially dispose of the end products of the Facility, and is 
authorized to transact business and is in good standing in the state in 
which the Facility is situated ; 

(2) The entry into this agreement by the Purchaser has been duly 
authorized by all necessary corporate action, and this agreement is a 
valid and binding obligation of the Purchaser ; 

(3) The Mortgage is in proper form, has been duly authorized by 
all necessary action, has been duly and validly executed and delivered, 
and is a valid instrument binding on the Purchaser and legally en- 
forceable in accordance with its terms, except as such enforcement may 
be limited by bankruptcy, insolvency, or other laws affecting the en- 
forcement of creditors’ rights; 

(4) The property descriptions in the Mortgage are adequate to con- 
stitute the Mortgage a lien on the property therein described ; such lien 
is a valid and direct first lien on the right, title, and interest of the 
Mortgagor in said property conveyed to it by the Deed; and the after- 
acquired property provisions of the Mortgage are adequate to subject 
to said lien all property within the contemplation of said provisions, as 
specified in the Mortgaze; 

(5) The Note is in proper form and has been duly executed and de- 
livered by the Purchaser; such execution and delivery have been duly 
authorized by all necessary corporate action ; and the Note constitutes a 
valid and binding obligation of the Purchaser in accordance with its 
terms, secured by the lien and entitled to the benefits provided by the 
Mortgage, except as enforcement thereof may be limited by bankruptcy, 
insolvency, or other laws affecting the enforcement of creditors’ rights ; 

(6) The Deed and the Mortgage have been duly filed for record in such 
manner and in such place or places as are required by law in order to 
give constructive notice of, establish, preserve, and protect the interest 
of the Purchaser in the property described in the Deed and the lien of 
the Mortgage on the property described therein ; and 

(7) All fees and taxes payable in connection with the issuance of the 
Note and the filing, recording, and registration of the Mortgage have 
been paid; 

(b) Cash shall have been substituted for the Government bonds, if any, 
accompanying the Purchaser’s proposal in an amount equal to the principal 
amount of such bonds; 

(c) The Purchaser shall have paid to the Commission the Purchaser’s pro 
rata share of prepaid taxes and assessments, if any, pursuant to Section 7; 

(d) The Purchaser shall have delivered to the Commission at the time of 
transfer a certificate, signed by its President or a Vice President, reaffirming 
in the name and on behalf of the Purchaser, as of that time, the representa- 
tions and warranties set forth in Section 12 and in the Appendix of this 
agreement, with stated exceptions, if any, due to changes of fact occurring 
between the date of this agreement and the time of transfer, which excep- 
tions shall be such only as shall be acceptable to the Commission; and 

(e) All legal matters relating to’ this agreement, the Deed, the Bill of 
Sale, the Note, the Mortgage, and the closing shall be satisfactory to coun- 
sel for the Commission. 

In case any of the conditions referred to in this Section 13 shall not have been 
fulfilled, in addition to any other rights of the Commission, and any and all 
remedies, legal or equitable, available to it, the Commission shall have the right 
to terminate this agreement, upon notice to the Purchaser, without liability of 
either party to the other except that, in any case other than termination by 
reason of clause (e) of this Section 13, the Commission may retain as liquidated 
damages the Deposited Cash or the Government bonds that accompanied the 
Purchaser’s proposal. 

Section 14. The obligation of the Purchaser to purchase and pay for the Plant 
and Inventory and accept delivery and possession thereof on the Closing Date 
Shall be subject to the conditions that: 

(a) Concurrently with the payment of the cash portions of the Tentative 
Purchase Price and the delivery of the Note and the Mortgage, the Pur- 


chaser shall receive the Deed, the Bill of Sale, and possession of the Plant 
and Inventory ; 
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(b) The transfer, unless delayed by fault of the Purchaser, shall take 
place not later than June 30, 1956 ; 

(c) There shall have been no substantial adverse change in the Goverp. 
ment’s title to the Plant as a result of action by the Government; 

(d) The Government shall not have encumbered the premises described 
in the Deed or permitted liens or encumbrances to attach thereto that wij! 
have a substantial adverse effect upon the use and occupancy of said premises 
by the Purchaser ; and 

(e) The credit, if any, allowable on Part I of the Tentative Purchase Price 
pursuant to Section 15 (a) shall not exceed 50% of said Part I. 

In case any of the conditions referred to in this Section 14 shall not have beep 
fulfilled, in addition to any other rights of the Purchaser, and any and a)! 
remedies, legal or equitable, available to it, the Purchaser shall have the right 
to terminate this agreement, upon notice to the Commission, without liability of 
either party to the other except that the Commission shall promptly refund the 
Deposited Cash or return the Government bonds that accompanied the Pur- 
chaser’s proposal. 

SEcTION 15. (a) In the event that, after June 30, 1955, and prior to the transfer, 
the Facility or any part thereof other than Inventory is destroyed or irreparabl; 
damaged, and not replaced, the Commission shall allow as a credit on Part I of 
the Tentative Purchase Price the original cost of the property so destroyed or ir 
reparably damaged, as shown by the accounting records of the Operating Agency, 
adjusted, as to items included in Plant Account on June 30, 1955, in the propor 
tion that the fixed dollar amount included in said Part I bears to the balance 
shown in Plant Account on June 30, 1955. 

(b) In any case of destruction or irreparable damage subject to para 
graph (a) of this Section 15, if the destroyed or damaged property has noi 
been removed from the Facility prior to the transfer, the Commission, as 
promptly as practicable after the time of transfer will cause to be applied as 
a credit on the principal of the Note as of the date of the transfer, in the 
inverse order of the installment maturities, an amount equal to the estimated 
cost ef removal less estimated salvage value as of the time of transfer, or 
will allow such amount as a credit on Part I of the Tentative Purchase Price 
if it has been ascertained prior to the time of transfer, 

(c) In respect of reparable Gamage to any part of the Facility other tha: 
Inventory, occurring after June 30, 1955. and prior to the transfer, which 
shall not have been repaired or replaced prior to the transfer, the Commis- 
sion, as promptly as practicable after the time of transfer, will cause to 
be applied as a credit on the principal of the Note as of the date of the trans- 
fer, in the inverse order of the installment maturities, the amount, if any. 
by which the estimated aggregate cost of repair, as of the time of transfer. 
exceeds $25,000 or will allow such excess amount as a credit on Part I of 
the Tentative Purchase Price if it has been ascertained prior to the time of 
transfer. 

(d) Items of property included in the computation of Part II of the 
Tentative Purchase Price that shall have been destroyed or rendered unfit 
for use at the Facility by physical damage thereto shall be excluded from 
the Cost of the Inventory to be set forth in the statement furnished by the 
Commission to the Purchaser pursuant to Section 11, and items of such 
property damaged but not rendered unfit for such use prior to the date when 
said Part II is computed or between such date and the time of transfer 
shall be included at cost, less the amount of damage suffered, in said Part I! 
or, as the case may be, in the Cost of the Inventory to be set ferth in the 
statement furnished by the Commission to the Purchaser pursuant t 
Section 11. 

(e) Any amount to be allowed as a credit pursuant to paragraph (b) or 
(c) of this Section 15 and any amount to be allowed for damage in computing 
the Cost of the Inventory shall be determined by agreement between the 
parties hereto or, failing such agreement, by appraisal by an independent 
engineering firm acceptable to the parties or, if they fail to agree on the 
selection of such a firm within 30 days after the transfer, by an independent 
engineering firm selected by the Chief Judge of the United States Court of 
Appeals, District of Columbia Circuit, whose selection shall be final and 
conclusive. The expense of any appraisal made by an independent enéi- 
neering firm pursuant to this paragraph (e) shall be berne equally by the 
Commission and the Purchaser, and such appraisal shall be final and con- 
clusive. 
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(f) No damage to or destruction of the Facility or any part thereof occur- 
ring after the transfer, from any cause whatsoever, shall release the Pur- 
chaser from its obligations hereunder. 

Section 16. The Purchaser shall assume liability, and hereby agrees to pay, 
for all work performed and materials furnished after the time of transfer under 
assignable contracts of the Operating Agency relating to maintenance and repair 
of the Facility or to construction or fabrication work for the Facility, whether 
on or off site, without prejudice to any rights the Purchaser may have to modify 
or terminate any or all of such contracts. The Commission will assign or cause 
to be assigned such contracts to the Purchaser at the time of transfer. 

Section 17. The additional representations, warranties, covenants, and con- 
ditions set forth in the Appendix to this agreement are hereby made a part hereof 
with the same effect as if incorporated herein. All representations and war- 
ranties of the Purchaser in this agreement, including the Appendix, and in all 
certificates delivered pursuant hereto, and all obligations of the Purchaser not 
fully performed, shall survive payment of the consideration for the Plant and 
Inventory and delivery thereof to the Purchaser. 

Section 18. The Purchaser has not employed any person to solicit or secure 
this agreement upon any agreement for a commission, percentage, brokerage, or 
contingent fee (other than a commission payable by the Purchaser upon this 
agreement if secured or made through a bona fide established commercial agency 
or agencies maintained by the Purchaser for the purpose of doing business, and 
construing “bona fide established commercial agencies” to include licensed real 
estate brokers engaged in the business generally). Breach of this warranty 
shall give the Commission the right to rescind this agreement or, at its option, 
to recover from the Purchase the amount of such commission, percentage, brok- 
erage, or contingent fee in addition to all other amounts required by this agree- 
ment to be paid by the Purchaser to the Commission. 

Section 19. No Member of or Delegate to the Congress or Resident Com- 
missioner of the United States of America shall be admitted to any share or 
part of this agreement or to any benefit that may arise therefrom, but this 
provision shall not be construed to extend to this agreement if made with a 
corporation for its general benefit. 

SecTION 20. Neither this agreement nor any right, title, or interest hereunder 
may be assigned by the Purchaser prior to the time of transfer. 

Secrion 21. Notices hereunder shall be deemed to have been given when made 
in writing and duly deposited, postage prepaid, with the United States Post Office, 
for transmission by registered mail, addressed, if to the Purchaser, to Goodrich- 
Guif Chemicals, Inc. Attn.: W. I. Burt, President, at 3121 Euclid Avenue, Cleve- 
land 15, Ohio, or if to the Commission, to Chairman, Rubber Producing Facilities 
Disposal Commission, 811 Vermont Avenue NW., Washington 25, D. C., or to 
such other person or address for either party as it shall have substituted for 
notice purposes hereunder by filing with the other party written notice of such 
substitution. 

Section 22. The failure of either party hereto to insist, in any one or more 
instances, upon performance of any of the terms, covenants, or conditions of this 
agreement shall not be construed as a waiver or relinguishment of the future 
performance of any such term, covenant, or condition by the other party hereto, 
but the obligations of such other party hereto with respect to such future per- 
formance shall continue in full force and effect, nor shall failure to insist upon, 
or the express waiver of, the performance of any particular term, covenant, or 
condition be construed as a waiver or relinquishment of the right to insist 
upon the performance of all other terms, covenants, and conditions of this 
agreement, 

Secrion 23. If under the provisions of the Act this agreement shall cease to 
be effective, the Commission will promptly return to the Purchaser the Govern- 
ment bonds that accompanied its proposal or refund the Deposited Cash, as the 
case may be. 

Section 24. National Security Clause. The Purchaser accepts the terms, con- 
ditions, restrictions, and reservaticns contained in Section 7 (h) of the Act, 
and this sale is made expressly subject to, and the Purchaser, for itself, its suc- 
cessors and assigns, hereby agrees to purchase the Facility, subject to the follow- 
ing national security clause, which shall be effective for a period of ten years 
trom the term of transfer : 

(a) The Purchaser will maintain at all times in accordance with sound 
practice in the industry, normal wear and tear excepted, the Facility, to- 
gether with all replacements thereof and additions and improvements 
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thereto, so that the same shall be, at all times during said ten-year period, 
either in a condition (1) currently to produce GR-S rubber at a rate of not 
less than 122,000 net long tons per year (assigned annual capacity), or (2) 
so that it can be placed in a condition to produce GR-S rubber at such rate 
of assigned annual capacity within a period of 180 days after written notice 
from the Government to activate the plant or to reconvert same, as the case 
may be: provided, however, that such 180-day period shall be extended, 
upon written approval to the Purchaser from the Government, for such addi- 
tional period as shall be necessary in the event the Purchaser is unable to 
comply therewith by reason of its inability to procure essential materials, 
unavailability of labor, act. of God, fire, earthquake, flood, explosion, storm, 
strike, or other cause or causes reasonably beyond its control: and provided 
further, that in the event of major damage to or complete destruction of the 
Facility where the Purchaser is without fault or negligence, the Purchaser 
shall immediately notify the Government of the happening and of the cause 
or causes occasioning same, whereupon the Government will cause an exami- 
nation to be made and will thereafter notify the Purchaser promptly of the 
extent, if any, that restoration of the assigned annual capacity so destroyed 
or damaged must be made, such restoration to be effected at Purchaser's 
expense within a reasonable period of time to be agreed upon between the 
Purchaser and the Government. However, in any case where such restora- 
tion is so deemed necessary by the Government. the Purchaser may elect 
to invoke the privilege of substituting new separate facilities pursuant to 
and in accordance with paragraph (g) or (h) of this Section 24. Such 
restoration shall not be required in the event of major damage to or com- 
plete destruction of the Facility caused directly or indirectly by (1) hostile 
or warlike action in time of peace or war, including action in hindering, 
combating or defending against an actual, impending or expected attack. 
(i) by any government or sovereign power (de jure or de facto), or by any 
authority maintaining or using military, naval or air forces; or (ii) by 
military, naval or air forces; or (iii) by an agent of any such government, 
power, authority or forces, it being understood that any discharge, explosion 
or use of any weapon of war employing atomic fission or radioactive force 
shall be conclusively presumed to be such a hostile or warlike action by such 
a government, power, authority or forces; (2) insurrection, rebellion, revo- 
lution, civil war, usurped power, or action taken by governmental authority 
in hindering, combating or defending against such an occurrence. 

(b) The Government shall have the right to conduct an inspection or sur- 
vey of the Facility at any time, subject to reasonable prior written notice 
thereof to the Purchaser, for the purpose of determining whether the Pur- 
chaser is in default under this Section 24. 

(c) Faiiure to maintain the Facility as required above, or failure to ob- 
serve any of the other conditions of this Section 24, shall give the Govern- 
ment the unconditional right to immediate possession and use of the Facility 
for the purpose of restoring it to'a condition to produce at the rate of such 
assigned annual capacity, but all cost incidental to such restoration shall be 
borne exclusively by the Purchaser. 

(d) The Purchaser will not sell, lease, mortgage or otherwise encumber 
the Facility without expressly making such sale, lease, mortgage or en- 
cumbrance subject to the provisions of this Section 24 for the remainder of 
its term. It is the express intention of both the Purchaser and the Com- 
mission that the covenants herein contained shall be binding on subsequent 
owners or occupants of the Facility, and that the Purchaser shall remain 
liable for any violations of said covenants by such subsequent owners or 
occupants unless the Purchaser shall have been expressly released in writing 
from such obligation by the Government. 

(e) The Government in exercising its rights and in carrying out its 
obligations under this Section 24 shall act through such officer, department 
or agency of the Government as shall be designated by duly constituted 
authority. 

(f) During the term of this Section 24, the Purchaser shall preserve the 
“Asset Property Records” of the Operating Agency as of the time of transfer 
and shall maintain and keep current thereafter an adequate record of the 
fixed assets of the Facility; the Purchaser shall also preserve unti! the 
expiration of said term all drawings, tracings, prints, and other documents 
in its possession (hereinafter called documents) pertaining to the construc- 
tion, modification, maintenance, or theory and method of operation of the 
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Facility. At any time within said term, upon request of the- Government, 
the Purchaser shall make available to the Government such of the afore- 
said records, documents, or any designated portion thereof as shall be essen- 
tial to the Government for the purposes of paragraphs (b) and (c) of this 
Section 24 and shall upon request from time to time furnish copies thereof 
to the Government at the Government’s expense. The Government will main- 
tain confidential such documents and copies thereof as the Purchaser shall 
designate, and, to the extent requested by the Purchaser, shall examine them 
only at the Facility. The Purchaser may offer to the Government any of 
such records and documents that it considers to be obsolete, and the Purchaser 
will be relieved of the obligation to preserve them if the Government accepts 
the offer or grants permission for destruction or other disposition. 

(g) The Purehaser may at any time during the term of this Section 24 
notify the Government in writing that it desires to substitute for all or any 
part of the facilities originally purchased from the Government, new separate 
facilities of equivalent productive capacity for the production of GR-S rubber 
or for the production of a different product which must be at least as satisfac- 
tory, and be generally acceptable for the same general uses and purposes, as 
GR-S rubber, and upon receiving approval in writing thereto from the Gov- 
ernment, may proceed to effect such substitution. In such event, all of the 
terms and provisions of this Section 24 shall apply with equal force and 
effect to such substituted facilities and shall no longer apply to the facilities 
to which they applied originally. 

(h) In lieu of proceeding as permitted by paragraph (g) of this Section 
24, the Purchaser may at any time during the term of this Section 24 sub- 
stitute for all or any part of the facilities originally purchased from the 
Government, new separate facilities of equivalent productive capacity for 
the production of GR-S rubber, or for the production of a different product 
which must be at least as satisfactory, and be generally acceptable for the 
same general uses and purposes, as GR-S rubber. Sixty days after written 
notice by the Purchaser to the Government of the completion of such new 
separate facilities, all of the terms and provisions of this Section 24 shall 
apply with equal force and effect to such new separate facilities and shall 
no longer apply to facilities for which the new separate facilities are to be 
substituted, unless within such 60-day period the Government notifies the 
Purchaser in writing that it disapproves the proposed substitution, in which 
event the terms and provisions of this Section 24 shall remain applicable 
to the facilities to which they applied originally. 

(i) Nothing in this Section 24 shall be construed as affecting obligations of 
the Purchaser under any other provision of this agreement, except that in 
any case of inconsistency or ambiguity, the provisions of this Section 24 
shall, to the extent that they impose greater obligations on the Purchaser, 
be deemed controlling. 

Section 25. The Commission will transfer and make available to the Purchaser, 
with the Plant, in original form or in the form of accurate copies or reproduc- 
tions of the originals, such of the following documentary materials relating to the 
Facility as shall belong to the Government and be lodged at the Facility at 
the time of transfer, to wit, the “Asset Property Records” of the Operating 
Agency, all operating data, records, studies, and reports (excluding financial 
accounting records), and the Operating Manual and all drawings, tracings, 
prints, and other documents relating to the construction, modification, mainte- 
nance, or theory and method of operation of the Facility. 

Section 26. The foregoing, together with the Appendix and Exhibits A, B, 
C, and D attached hereto and made a part hereof, constitutes the entire agree- 
ment between the parties. 

IN WITNESS WHEREOF the parties hereto have executed this agreement 
this 19th day of December 1955. 

RUBBER PRODUCING FACILITIES DisposaL COMMISSION, 
By /s/ HotMaAN D. Perrisone, 
/s/ Les.re R. Rounps, 
/8/ Everett R. Coox, 
Constituting all of the members thereof. 
GoopricH-GULF CHEMICALS, INC., 


By /s/ Writ1aM I. Burt, President. 
Attest : 


/s/ O. G. Cramer, Assistant Secretary. 
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APPENDIX 


1. The Purchaser represents and warrants to the Commission as follows: 
(a) The issued and outstanding capital stock of the Purchaser is owned 
equally by The B. F. Goodrich Company, a New York corporation, and by 
Gulf Oil Corperation, a Pennsylvania corporation. 
(b) The Purchaser has no stock ownership in any other corporation ex- 
cept as follows : 


Corporation 
Neches Butane Products Company 
State of Incorporation 
Delaware 


Percentage Owned 
50% 


(c) The Purchaser has and contemplates no other affiliations (growing 
out of stock ownership or otherwise) in connection with Purchaser's acquisi- 
tion and operation of the Facility. 

(d) The Purchaser intends to operate the Facility for the production of 
GR-S rubber. 

2. The Purchaser will make available for sale at fair market prices to smal! 
business enterprises (as defined in Section 21 (h) of the Act) in reasonably 
equal monthly quantities, the following tonnages per year : 

(a) 21,000 long tons, when only one line is in operation ; 
(b) 51,000 long tons, when two lines are in operation ; and 
(c) 81,000 long tons, when all three lines are in operation. 

3. Subject to reservation in behalf of the Government of the continuing right 
under the agreements referred to in this paragraph 3 to grant licenses and sub- 
licenses, extend immunity and designate nominees or licensees, as the case may 
be, and to be effective not earlier than the time of transfer of the Facility to the 
Purchaser, the Commission at the Purchaser’s request : 

(a) will designate the Purchaser as nominee under the following agree- 
ments where applicable and will promptly request such party or parties 
thereto, as the Purchaser shall specify, to offer to the Purchaser a license 
under and in accordance with said agreements : 

“Agreement on Exchange and Use of Technical Information dated 
December 19, 1941,” as amended, and 
Agreements between the Government and operators of Government- 
owned copolymer facilities (including, but not limited to, ““Participators” 
and “Constituents” as therein referred to) ; 

(b) with respect to research results existing at the time of transfer under 
the agreements listed in the Schedule attached to this Appendix, will grant 
to the Purchaser a license, extend immunity from suit or designate the Pur- 
chaser as nominee or licensee, as the case may be, under and in accordance 
with said agreements ; 

(ec) will grant to the Purchaser sub-license under and in accordance 
with “License Agreement” between Alien Property Custodian and Rubber 
Reserve Company, effective as of July 1, 1943 (unless such “License Agree- 
ment” be terminated) ; and 

(d) will grant to the Purchaser (subject to its written acceptance) sub- 
license under and in accordance with the “Cross-License Agreements (Buna 
Rubber), as amended, between Rubber Reserve Company and the parties 
thereto. 
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GOVERNMENT-OWNED SYNTHETIC RUBBER FACILITY 
PLANOOR 980, INSTITUTE, W. VA. 
OrFERED For SALE PURSUANT TO Pustic Law 205, 83p CONGRESS, IST SESSION 
Rubber Producing Facilities Disposal Commission, Washington, D. C. 


I. GENERAL INFORMATION 


The synthetic rubber manufacturing facility at Institute, W. Va., described 
in this brochure, is one of the major units in the Government’s synthetic rubber 
program. Hach of the Government-owned plants in this program is now operated 
for the Government’s account pursuant to an agreement between the Reconstruc- 
tion Fimance Corporation and the operator. B. F. Goodrich Chemical Co., the 
present operator of the facility here described, is not accorded any preferential 
rights in the acquisition of the facility by virtue of this operating agreement or 
otherwise. 

The facilities are now being offered for sale pursuant to the terms of the 
Rubber Producing Facilities Disposal Act of 1953. The procedure for the sub- 
mission of proposals to purchase, as determined by the Rubber Producing Facili- 
ties Disposal Commission, is available upon application to the Secretary of the 
Commission. 

The Government’s synthetic rubber program is now administered by the 
Oftice of Synthetic Rubber of the Reconstruction Finance Corporation. The data 
furnished in this brochure has been prepared under the direction of the Commis- 
sion with the assistance of the Reconstruction Finance Corporation and the 
cooperation of the present operating contractor. While the Commission believes 
that the material contained in this brochure accurately and fairly describes the 
synthetic rubber facility at Institute and its operation, neither this brochure nor 
the brochures relating to the other facilities in the Government’s synthetic rubber 
program or their operation, is under any circumstances to be deemed any war- 
ranty or representation on the part of the Commission, the Reconstruction 
Finance Corporation, or for any other person. 

In accordance with the terms of the Rubber Producing Facilities Disposa! Act 
of 1958, interested parties may, upon application to the secretary of the Com- 
inission, request such additional data concerning the facilities offered for sale as 
they may require for the purpose of submitting purchase proposals. Upon 
similar application, arrangements may be made to afford interested persons an 
opportunity to inspect the facilities offered for sale, and to make such on-site 
inquiries concerning the plant and its operations as may be necessary and appro- 
priate for the submission of proposals. 

This brochure does not deal with possible questions concerning a purchaser’s 
rights and obligations which may arise out of patents and patent agreements and 
restrictions on technical information or on trade secrets that may be applicable 
to this facility. A separate brochure containing data on such patents, patent 
agreements and restrictions and outlining the Commission’s proposed arrange- 
ments with prospeetive purchasers in relation thereto, will be available upon the 
request of interested parties, 


II. DESCRIPTION OF FACILITIES 
1. Type of property 

This plant, operated by the B. F. Goodrich Chemical Co., manufactures syn- 
thetic rubber from butadiene and styrene. It was built by Ford, Bacon & Davis, 
Inc. and the Blaw-Knox Construction Co. under the supervision of the United 
States Rubber Co., and the first rubber was produced on March 31, 1943. The 
plant continued in operation until November 1947, at which time the plant was 
placed in extended standby by order of the Government. The United States 
a Co. placed the plant in standby and maintained it during the standby 
period. 

In November 1950, the plant was turned over to the B. F. Goodrich Chemical 
Co., as agent, with instructions te supervise the reactivation of the plant and 
place it in full production. The job of reactivating the plant was performed by 
the Blaw-Knox Construction Co. Preliminary production was started in late 
January 1951. All 3 units were in production by June 1951, and continued in 
production until May 1952, at which time 1 unit was shut down. The other two 
units were continued in operation through June 1952 and in July a second unit 

72427—56——15 
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was shut down. The two units which were shut down were placed in extended 
standby by the plant’s maintenance forces. The plant continued in operation 
until January 1953 with one unit. 

In January 1953, instructions were received from Reconstruction Finance 
Corporation to reactivate a second unit and place it in operation. The second 
unit was reactivated by the plant’s maintenance forces and was in operation by 
April 1953. Two units continued in operation from this time until September 16, 
1953, at which time they were both shut down by the Government. After the 
completion of production on September 16, 1953, the work of placing the plant 
in standby was started by the plant’s maintenance forces. At the writing of this 
brochure, the work of placing the plant in complete standby is being carried out 
and should be completed by early 1954. 

As originally built, the plant consisted of three 30,000 long-ton per year units 
of standard design, with 1 major exception: in the recovery area pot strippers 
were used instead of perforated tray stripping columns. A partial conversion 
from pot strippers to columns was made at a later date by the installation of 
two columns in each recovery unit. The original design capacity was 90,000 
long tons of rubber per year. Subsequent additions, improvements, and ‘bottle- 
neck removal programs increased the capacity to 122,000 long tons per year. 
Exhibit No. 1 is an aerial photograph of the property and exhibit No. 2 is a 
summary of the major improvements since 1950. 


2. Location 


This plant is located near Institute, W. Va., approximately 10 miles west of 
Charleston and 2 miles west of Dunbar. It is bounded on the north side by 
State Highway No. 25 and on the west, south, and east sides by facilities of Car- 
bide & Carbon Chemicals Co., a division of Union Carbide & Carbon Corp. The 
facilities south of the plant which are owned by the Carbide & Carbon Chemicals 
Co. were built in conjunction with Plancor 980 for the production of styrene and 
alcohol butadiene (Plancors 229 and 1055) and were sold by the Government to 
the Carbide & Carbon Chemicals Co. in 1947. 

The plant is served by the New York Central Railroad. 

The Kanawha River, a tributary of the Ohio, is located south of Plancors 229 
and 1055. Exhibit No. 3 is a map showing the geographical location of the plant 
and surrounding area. 


3. Land, buildings, and equipment 

(a) Land.—This plant is located on 1 parcel of land consisting of approxi- 
mately 36 acres. Hxhibit No. 4 is a plot plan of the plant. 

(b) Buildings——There are approximately 29 major buildings on the plant prop- 
erty, principally of masonry construction. Some of the roof trusses are of frame 
eonstruction. <A list of buildings showing type of construction and floor area is 
set forth in exhibit No. 5. 

(c) Tankage.—There are approximately 28 major steel storage vessels and 6 
concrete brine pits. Exhibit No. 6 is a list of major vessels. 

(d) Process equipment.—Process equipment is divided among four process 
units: Pigment preparation, polymerization, monomer recovery, and finishing. 
Major items of process equipment are shown in exhibit No. 7. 

(e) Utilities and service equipment.—The plant is provided with equipment 
for water treating and to furnish compressed air, instrument air, and inert gas. 

Steam is obtained from the adjoining plant of Carbide & Carbon Chemicals 
Co. Electric power is furnished by the Appalachian Electric Power Co. through 
a substation of the Carbide & Carbon Chemicals Co. City water, raw river 
water, water for fire protection and natural gas are also supplied by Carbide & 
Carbon. A summary of utilities and service equipment is shown in exhibit 
No. 8. 

(f) Tank cars.—The Government-owned synthetic rubber producing facili- 
ties include 448 class ICC —104AW pressure tank cars (not considered to be a 
part of any individual plant investment), some of which may be available for 
sale with this project. 

(g) Cafeteria.—The cafeteria, located on the plant site and a part of the 
plant property, was operated by a catering company under contract. Prior 
to shutdown of the plant it was open from 7 a. m. to 5 p. m., Monday through 
Friday. 
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III. PLANT OPERATION 
1. Materials 


This plant is designed to produce hot synthetic rubber from butadiene and 
styrene. Since 1950, butadiene has been received by tank-car shipments from 
the various butadiene-producing facilities of the Government. Some of the 
butadiene, produced from alcohol, was received from Kobuta, Pa., and Louisville, 
Ky. Petreleum butadiene has been received from Lake Charles, La., and Port 
Neches, Borger, and Houston, Tex. Facilities for the unloading of 12 tank cars 
of butadiene at 1 time are available. The fresh butadiene is stored in 2 5,000- 
parrel spheres. Total butadiene storage capacity of 720,000 gallons, or approxi- 
mately 4 days of full operation, is available. 

Styrene is received by tank car or tank truck from various suppliers and is 
stored in fresh styrene storage tanks. Total styrene storage capacity of 290,000 
gallons, or approximately 8 days of full operation, is available. Styrene has 
been received from Kobuta, Pa.; Torrance, Calif.; Texas City and Velasco, Tex. ; 
and by pipeline transfer from the neighboring plant of Carbide & Oarbon 
Chemicals Co. 


The following tables show transportation costs for butadiene and freight rates 
for styrene to this plant: 


Freight transportation eosts of butadiene in tank cars from present Government 
producing points, as ef October 1953 (excluding Federal transportation tar) 


Cost, 
dotlars per 
From net ton 
Baton Rouge, La . 
BAYSOW Ts Nie ~ Hehe Sel. Lai eau ubi bok Jia. 26. 
Borger, B@as:.+s~.siotsss Sha ees cee See ae I Ld 26. 
Heuntetis Det siis~eucs caddis bas ath Galle oul A ce 26. 
Port Neches, : Wes da+-asd}adsldbax cabuad aie a a 26. 
Torrance, Calif 


West Lake Charles, La 


Freight rates of styrene in tank cars from present shipping points, as of October 
1953 (excluding Federal transportation tar) 


Rate, dollars per 


From hundredweight 


Kobuta, Pa 

Texas City, 

Torrance, Calif 

VR ae hintehs sinter meckiak Ribbebs Sitioreuibscie is ily ot oS 1 


. 2650 
. 0475 
. 2650 
Other important materials required in the operation are as follows: 


| 
How received Application 


DD mercaptan __- Used to modify the plasticity of the polymer. 
Potassium persulfate _ _ _- Used as a catalyst in the polymerization reaction. 


Sodium fatty acid soap _- __..-..| Used as an emulsifier in the polymerization reaction. 
Rosin acid soap 


Shortstop 


0. 
Used to shortstop the reaction at the desired conversion. 
Antioxidant 


A stabilizer or antioxidant to prevent oxidation of the 
finished product. 

Sulfuric acid (93 percent) - Used to coagulate the rubber from the latex. 

Caustie (sodium hydrox- d Used to increase the stability of the latex, and to serub 
ide) (50 percent solu- the fresh butadiene of inhibitor. 


Used in coagulating the rubber from the latex. 
| Used as a tale to prevent the rubber from sticking to the 


re bag. 
U to package polymers in 75-pound bales. 


Note.—Other materials used in the plant include lime, soda ash, alum, glue, other antioxidants, sodium, 
nitrite, tertiary butyl catechol, and antifoaming agents. 


2. Process 


This plant was constructed in 1943 for the purpose of manufacturing synthetic 
rubber of the hot GR-§S type. This general purpose synthetic rubber is primarily 
4 copolymer of butadiene and styrene polymerized at 122° F. in an emulsion of 
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hydrocarbons, water, and sodium fatty acid soap. The polymerization of this 
rubber is carried out in 3,750-gallon batch reactors. An early alteration in the 
GR-S formulation was the substitution of resin acid soap for fatty acid soap. 
This plant is only equipped to produce these two general types of hot GR-s 
rubber batchwise. There has been no conversion to cold-rubber production nor 
to continuous polymerization, 

There are four main steps in the production of rubber: Preparation of the 
formula, batch polymerization in the reactors, removal of unreacted butadiene 
and styrene from the latex, and recovery of the polymer from the latex. A 
simplified process flow sheet is shown in exhibit No. 9. 

(a) Preparation of formula.—The formula for the production of hot polymers 
consists of : 

(1) Fresh butadiene is received by tank car from various Government-owned 
butadiene plants. Butadiene blends are prepared in the tank farm by mixing 
fresh butadiene with recycle butadiene to obtain the desired charge purity. The 
purity of the blends is varied to control the amount of recycle butadiene pro- 
duced. Low purity blends result in long reaction cycles with less production 
per reactor but also in turn, result in lower recycle butadiene. Since excess 
recycle butadiene must be returned to the butadiene plants for purification, in 
periods of low production quota it is desirable to operate at low-blend purities 
to keep the excess recycle butadiene low. The blended butadiene is pumped 
from the tank farm through a caustic scrubber to remove inhibitor and into a 
surge tank located in the polymerization building. From the surge tanks the 
butadiene is metered batchwise through a charge header and into the reactors. 

(2) Styrene is received in tank cars. Styrene blends are prepared by tank 
blending of fresh and recycle styrene. Excess recycle styrene is returned to the 
source plant for purification. The blend purity controls the reaction rate, or 
production rate, and the amount of excess recycle styrene. Styrene is pumped 
to a surge tank in the polymerization building and then from the surge tank it is 
metered batchwise through a charge header and into the reactors. 

(3) The soap solution is made in 7,400-gallon metal tanks. This soap solution 
can either be rosin acid soap or fatty acid soap, depending upon the type of hot 
rubber desired. The solution is prepared by adding the soap to soft hot water 
in the tank. The prepared solution is then pumped through a meter batchwise, 
through a charge header and into the reactor. 

(4) A catalyst solution is prepared in a 600-gallon stainless-steel tank. This 
solution is made by dissolving the catalyst in soft water. The finished solution 
is stored in another 600-gallon stainless-steel tank, is pumped from this tank 
to a weigh tank and then direct to the reactor through stainless steel lines. 

(5) A modifier is pumped from the tank farm to a surge tank in the pigment 
building. From the pigment-storage tank, the modifier is pumped to a weigh 
tank in the polymerization building, and then into the styrene stream as the 
styrene is metered to the reactor. 

(6) In addition to the above ingredients, additional soft water is metered 
batchwise into the charge header and into the reactor. 

(b) Polymerization.—The temperature of the soap solution and water is con- 
trolled such that the final charge in the reactor is at approximately the desired 
temperature. The removal of the heat of reaction is controlled automatically 
so as to Maintain the reactor temperature at the desired level near 122° F. 
When the desired conversion has been obtained, a shortstop solution, which is 
prepared in the pigment building, is then pumped to the reactors to stop the 
reaction. The primary control of the polymerization is based on the potential 
Mooney viscosity of the polymer contained in the latex. 

(c) Recovery of butadiene and styrene.—After the reaction is stopped, the 
charge (latex) is dropped from the reactor to a blowdown tank, and then to the 
tirst flash tank, where some of the unreacted butadiene is removed. From the 
first flash tank, the latex flows to a vacuum flash tank where additional un- 
reacted butadiene is removed. The latex is then pumped from the vacuum 
flash tank to a stripping column, where the styrene and a small amount of re- 
maining butadiene is removed by. steam distillation. The butadiene vapor 
removed from the flash tanks and from the columns is compressed and con- 
densed and then accumulated in a butadiene receiver. It is then returned to 
the tank farm for blending with fresh butadiene, the excess being returned to 
a butadiene plane for purification... The unreacted styrene which is removed 
by steam distillation in the stripping column is condensed in two vacuum con- 
densers in series and received in the styrene decanter where the water is removed 
and the styrene is then pumped back to the tank farm for blending with fresh 
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styrene. The excess recycle styrene must be returned to the supplier for 
rification. 

d) Recovery of the polymer from the latexr—After the stripped latex is re- 
eived in the 30,000-gallon blend tanks, an antioxidant is added to prevent 
oxidation of the polymer during and after drying operations. 

The blended latex from the latex-storage tanks is creamed with brine (a 
saturated solution of rock salt with calcium and magnesium salts removed) in a 

reaming trough and coagulated with dilute sulfuric acid in a coagulation tank. 
The rubber crumbs are fed by an automatic overflow from the coagulating tank 
to a soap conversion tank, then to a vibrating screen for dewatering. The serum 
(containing 4-percent brine) from the screen is returned to the serum storage 
tank where it also serves as makeup for the dilute acid stream. The rubber 
crumbs are reslurried with fresh water, and are then filtered, shredded, dried in a 
3-pass drier, weighed and baled into 75-pound bales. The bales are dusted with 
soapstone, and are then packaged in 3-ply bags for shipment. 

The rubber storage capacity, 35,000 square feet of floor area, is equivalent to 
5,900,000 pounds of rubber stacked 45 bales per skid and 1 skid high, which is 
the present practice. The warehouse floorload limit is ample to permit higher 
storage stacking. 

The following table indicates classifications of polymers and latices that can 
be made at each plant in the synthetic-rubber program. 


Classification of 
polymers and latex Equipped to 
make master 

batches 
Polymers Latices 


Hot | Cold Hot | Cold 


Copolymer Corp Baton Rouge, La- Yes.} Yes_|......| Yes. 
| Firestone Tire & Rubber | Akron, Ohio--._-- ; Wets 5s NR cd 
Co. 
~-as Lake Charles, La. i Yes_| Yes_| | 
General Tire & Rubber | Baytown, Tex---. es.t ¥es_i.....- 


Co. ; 
B. ee Chemi- | Port Neches, Tex. Fe Si lagiestnnscce 


245 Institute, W. Va_. 
Goodyear Synthetic | Akron, Ohio-__--_.- 
Rubber Corp. 
do Houston, Tex 
Kentucky Synthetic | Louisville, Ky---- 


| Rubber ore 

| Midland Rubber Corp--| Torrance, Calif___. 

| Phillips Chemical Co. -- 

be ae States Rubber | Naugatuck, Conn. 
0. 








Port Neches, Tex. 
Potebki ius. 











3. Products 


At present this plant is in standby condition ; however, it is equipped to produce 
hot GR-S ploymers. 

The production capacity is dependent upon the number of polymers produced 
each month and also the frequency of changing from one to another. The peak 
production month in recent operations was February 1952, during which this 
plant made the following polymers : 


Hot GR-S ploymers: Pounds 


2, 779, 578 

470, 084 

GR-S-1012 198, 185 
Others: GR-S plant cleanup 161, 038 


21, 282, 662 


Ixhibit No. 10 is a production chart showing the total plant net production 
(exclusive of oil) by months from January 1950 to September 1953, with explana- 
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tion of irregularities. Exhibit No. 10-A shows the synthetic rubber production 
by months and types of products for the fiscal year ending June 30, 1953. 

For market purposes the consuming industry is divided geographically into 
six zones, shown On the map in exhibit No. 11, as follows: 

Zone I consists of New England, New Jersey, Delaware and that portion of 
New York and Pennsylvania lying east of a line between Rochester, N. Y, 
and the junction of Pennsylvania, Delaware, and Maryland State lines, 

Zone II includes Ohio, Indiana, Illinois, Michigan, Wisconsin, Maryland, 
Virginia, West Virginia, and that part of New York and Pennsylvania not 
included in zone I. r 

Zone III includes Kentucky, Tennessee, North and South Carolina, Georgia, 
Florida, Alabama, and Mississippi. 

Zone IV is comprised of Minnesota, Iowa, Missouri, North and South 
Dakota, Nebraska, Kansas, Wyoming, and Colorado. 

Zone V consists of Arkansas, Oklahoma, Louisiana, Texas, and New 
Mexico. . 

Zone VI includes Montana, Idaho, Nevada, Utah, Arizona, Washington, 
Oregon, and California. 

During the 6-month period January through June 1953, sales of this plant com- 
prised approximately 8.8 percent of the total GR-S sales of the Office of Synthetic 
Rubber. 

The following table sets forth a comparison of the distribution by zones of total 
GR-S sales by the Office of Synthetic Rubber and shipments by Plancor 980 dur- 
ing the period January through June 1953: 


Distribution of GR-S sales by zones, January-June 1958 


| | l 
Total GR-S | | Participa- 
sales by | GR-S sales | tion in 
Office of shipped by | total GR-S 
| Synthetic Plancor 980 | shipments by 
Rubber | Plancor 980 








Exhibit No. 11, previously referred to, also shows distribution of average 
monthly sales of GR-S by zones shipped from Plancor 980 for the first half of 
1953. 

The sales of GR-S in the first 6 months of 1953 were made up of the categories 
which are listed below together with the selling prices as of October 1953: 


Cents per pound 
86.5 percent (Nonpigmented, standard) 
13.5 percent (Nonpigmented, nonstandard ) 


In the past, rubber from this plant has been stored in transit to the market in 
such a manner as to obtain through freight rates. As previously stated, opera- 
tions at this plant are a part of the integrated Government synthetic rubber 
program and the distribution of its products is not indicative of the product dis- 
tribution likely under private operation. 

Some of the cities in which rubber from ths plant has been stored in transit 
together with its ultimate zone destination are as follows: : 
Group: Ultimate destination 

(1) Buffalo, New York, Philadelphia, Pa., Cleveland, Ohio. Zone I. 

(2) Akron, Ohio, Cumberland, Md 

(3) None__- 

(2) Toledo; ~Olebow ashes. eee eka A ood b 

(5) Columbus, Ohio Zones V and VI. 


Nore.—Rubber stored in the following groups will also move to the indicated 
zones : 
Groups 2, 4, and 5 
Group 5 
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Freight rates for shipments of synthetic rubber from Plancor 980 to representa- 
tive consuming points prevailing in October 1953 are shown in the following 
tables : 


Freight rates on synthetic rubber in carload lots to representative consuming 
points, as of Oct. 1953 (excluding Federal transportation tar) 


To— Rate per To— Rate per 
Alabama: hundredweight New Jersey : hundredweight 
Gade@e®s .iscssnnncts $0. 92 New Brunswick . 828 
Tusealoora .......~<- -~ + - 989 South Plainfield . 828 
Robbins . 9545 eee . 9545 
California : New York: 
Los Angeles__....--_- 2. 0125 Beacon . 874 
Connecticut : Buffalo _ 874 
New Haven . 9085 Johnson City_________ . 9775 
West Haven . 9085 | Pawling . 9085 
Colorado: North Carolina: Hazel- 
Denver 1. 564 ee . 7985 
Littletown 1. 564 Ohio; 
Delaware: Wilmington... . 9085 Akron . 45 


ba ge i on Barberton .48 
Georgia: Athens_ ~._.._-- 1. 0235 Dayton 621 


Illinois : dinseeiis : 
Chicago . 8855 pavaoed oo 
: ms oledo . 598 
W aukegan—_—.-——- . 159 Youngstown . 52 
Indiana : ia Oklahoma: Miami “sa . 196 
Elkhart - 667 Pennsylvania : 
Fort W ayne . 1475 Carlisle . 8395 
Indianapolis ; 7245 . 9085 
Noblesville . 7245 3 ie F475 
lowa: ‘ . 9085 
Des Moines 1.104 . 9085 
Keokuk . 874 Poresvow nh! 8 ues . 9085 
Kansas: Topeka 1. 1615 Rhode Island : 
Maine: Lewiston 1. 0005 Bristol . 9775 
Maryland: Pawtucket___- : . 9TT5 
OS" ace le ili . 828 Wrens S88 22 . 9775 
Cumberland . 7245 South Carolina : 
Hagerstown . 644 Charleston . 0235 
Taneytown . 6555 Tennessee : 
Massachusetts ; Chattanooga--_----._  . 8855 


Boston 9775 Clarksville: i._-.. °° .805 


Chicopee Falls 1. 0925 Memphis . 989 
New Bedford . 9775 es ag 
Michigan : = i ek ciate Hai " = , 
Cadillac _ 828 Houston E =< 
159 ea 
. 805 sanalntatated or 
Mletieashiie Utah : Ogde n. ‘ 0125 
: : _o3 Vermont: Windsor . 9775 
Minneapolis___.._____ 1. 1615 Virginia : 
; Red Wing 1. 127 Bedford h@555 
Mississippi . £ Richmond_ o_o __ . 6555 
Clarksdale 1.16 Winchester___ . 644 
_ Natehez 1.384 | West Virginia: Spencer... . 4255 
Missouri: Wisconsin : 
Hannibal . 8395 Eat Claire. _220 2: . 081 
St. Louis . 805 LaCrosse_- . 1155 


New Hampshire: Nashua... 9775 Racine_..____-. , . 9545 











4. Utilities and services 

The utilities and services at Plancor 980 are electricity, gas, water, steam. com- 
pressed air, instrument air, inert gas, and waste disposal. Many of these 
utilities are obtained from the adjoining plant of Carbide & Carbon Chemicals 
Co., a division of Union Carbide & Carbon Corp., (formerly Plancors 229 and 
1055), as described in the following : 
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(a) ERlectricity.—Electricity is purchased under contract between Appalachian 
Electric Power Co. and the Government. It is received by Carbide & Carbon 
Chemicals Co. at 132,000 volts and is transformed to 13,200 volts in their syp-. 
stations. This plant receives its electricity at this voltage and it is distributed 
in 8 circuits to unit substations, where it is again transformed inte 440-220-119 
volts. Electric power cost was approximately $0.0075 per kilowatt-hour, at the 
time the plant was shut down. 

(b) Gas.—Gas is obtained from the neighboring plant of Carbide & Carbon 
Chemicals Co. which, in turn, purchases gas from United Fuel Gas Co. The Car- 
bide & Carbon Chemicals Co. bills this plant for the quantity of gas used. Gas 
is used to pilot light the burning stack, and in the cafeteria and inert gas unit. 
In the 8% months of operation in 1953 the average monthly quantity used was 
1,560 thousand cubic feet at an average cost of $0.332 per thousand cubic feet. 

(c) Water.—Water in three forms is supplied to this plant by the adjoining 
plant of Carbide & Carbon Chemicals Co. as follows: 

(1) Raw water from the Kanawha River delivered to this plant is treated 
in 2 Permutit Spaulding precipitators which have a combined capacity of 4,320. 
000 gallons per day. A part of this water is softened for process use. Cool- 
ing water is served in a circulating system with an induced draft cooling tower. 
Refrigerated water is served in a closed system. 

The average unit cost of raw water during the 844 months operation in 1953 
was $0.0059 per thousand gallons and the average monthly quantity used was 
50,600,000 gallons. 

(2) City water, obtained from the city of Nitro, W. Va., is billed by Carbide 
& Carbon to this plant for the quantity used. 

In the 814 months of operation in 1953 the average monthly usage was 1,700,000 
gallons at an average cost of $0.168 per thousand gallons. 

(3) Water for fire protection use is also supplied by Carbide & Carbon Chemi- 
cals Co., which owns the river pumphouses, pumps, and water tower. 

(d) Steam.—Steam is produced by Carbide & Carbon Chemicals Co. and is 
supplied to this plant at approximately 200 pounds per square inch. 

In the 8144 months of operation in 1953 the average monthly usage was 38 
million pounds at an average cost of $0.55 per thousand pounds. 

(e) Compressed air.—Compressed air is furnished by 5 rotary compressors 
and 2 portable reciprocating compressors, having a combined capacity of 1,100 
cubie feet per minute at 100 pounds per square inch gage. 

(f) Instrument air.—Instrument air is furnished by 2 rotary compressors, 
each having a capacity of 550 cubic feet per minute at 50 pounds per square in 
gage. 

(g) Inert gas.—Inert gas is produced by 2 Kemp inert gas generators having 
a total capacity of 12,000 cubic feet per hour. Carbon dioxide is removed from 
a portion of the gas by a 2,000 cubic feet per hour Girbotol purification unit. 
The nitrogen is compressed to 70 pounds per square inch gage. 

(h) Waste disposal—Storm sewer system. The runoff from the adminis- 
tration building, laboratory, and locker house area, with runoff from the reactor 
and pigment area, is conducted to a 66-inch sewer which empties into a marsh 
on the east side of the property. The runoff from the recovery, coagulation, 
and drying, tank farm, water treatment, and machine shop areas empties into 
a combined 54-inch industrial and storm sewer, which leaves the south end 
of the property and combines with sewers of the Carbide & Carbon Chemicals 
Co. before emptying into the Kanawha River. 

Industrial sewer system: Small basins for the separation of solid and lighter 
than water liquids from the industrial sewage are located by each process, 
polymerization, and reactor building. Flow of these basins empties into the 
54-inch combined storm and industrial waste sewer mentioned above. 

Sanitary sewage: Septic tanks are located throughout the plant where the 
sanitary sewage is collected. These, in turn, discharge to the industrial sewer. 


5, Maintenance. 


The plant’s maintenance department performs all maintenance, janitorial, 
and equipment cleaning work. The operations of the water treatment unit 
and the brine purification unit have also been under the maintenance department. 

In contrast to methods of turnarounds used in the butadiene plants and oil 
refineries, no complete shutdown is scheduled for plant repair and maintenance 
purposes. During recent operations, all maintenance work was carried out by 
plant’s maintenance department. 
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The plant maintenance facilities consist of blacksmith and welding shops, 
nipe shop, sheet metal shop, instrument and electric shop, carpenter shop and 
painters’ shop. 

Major items in the machine shop are: 9-inch lathe, 14-inch lathe, 16-inch lathe, 
97-inch lathe, 32-inch lathe, metallizing equipment, blacksmith equipment, test 
able for relief valves, tool grinder, shaper, boring mill, milling machine, brake, 
gap shear, bar folder, DoAll machine, forming machine, roll former, grinder and 
a 10-ton traveling hoist. Major items in the carpenter shop are: Bandsaw, 
ipsaw, joiner, and drill press. 


IV. ORGANIZATION AND ADMINISTRATION 
1. Personnel 

The normal manpower requirement at this plant, at full scale operation, is 
about 670 employees. As of January 1, 1952, when in full operation, there were 
667 employees, grouped as follows: 


Number 
Plant manager 


Production : 
Production manager 
General foremen_ 


Operhwore 22. 3 
Packers 


Technical * 
Technical manager _.__.. 2.2 oe 4 
Chemists and chemical engineers 
eee nen een ae s\n hep asesieomensnesimiieioreon diamietag 


Maintenance and utilities: 
Plant engineer 
Supervinwee werweer. eee 
Senior engineers 
General foremen 
Engineers 
Draftsmen 
Foremen 
Pipefitters 
Machinists 


we 
pute Sho nwermoHe 


tS 


Laborers and janitors 
CR ee a i oy ee et Pi ee eel eS 


Insulator, welders, blacksmiths, truck drivers, masons and sign 


ou 
oo 


_ 
ro 


Utilities : 
General foremen 
Operators 


Personnel : 
Manager of industrial Trelations_.—-. 2 So ee 
pe oo ins incon ected im sahil abe eiebihageia al 
Safety engineers and inspectors 
Chief of plant protection and guards 
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Buyer 


Receiving, warehousing, shipping and traffic : 

Staff manager__ 

General foremen 

Foremen__ 

Traffic manager- 

Chief scheduler- 

Lift truck operators ...1:. cit. Reo idol Eee ae 
Taboters... no i Se Ue oe ie eee 


Total 


Accounting and clerical : 
Plant auditor 
Supervisor-accounting 
Senior accountants and auditors. =. 2222.2. 2 CL 
Bookkeepers and timekeepers 
Telephone operator and receptionist 
Secretaries, stenographers and clerks______-....___-_.--___________ 


Total 


Total 
2. Labor-management relations 


Since reactivation of this plant in 1950, the employees of this plant have not 
been represented by a labor union. A representation election was held in October 
1951 and the employees voted for no union affiliation, 


3. Wage rates 
Typical wage rates, as of October 1, 1953, were as follows : 


Classification : 
Operators : Rate per how 
“A” operator 
“B” operator 
Helper (after 5 months)... 2.......sic.0..2.-2220Le 12.23 
Journeymen : 
Pipefitter, machinist, electrician, instrument _- 
Painters__ 
Laborers: ~~ 
.74 
80 
. 86 
4. Safety 


—_ 

There are no hazards in this plant unusual to the chemical or refining indus- 
tries. From November 1950 to date the present operator’s employees have worked 
approximately 2,750,000 man-hours and have experienced enly 5 disabling in- 
juries. This injury frequency (1.82 injuries per million man-hours) compares 
with 5.10 in the chemical industry as a whole, and 9.67 in the refining industry. 

The medical and first-aid facilities consist of a dispensary, an examination 
room, a waiting room, and one bedroom with diathermy and oxygene equipment, 
a utility room with autoclave and refrigerator, and two rest rooms. 

All guards and many of the supervisors have received first-aid training. A 
physician is on duty 2 hours each day and is on call in case of emergency. 

There are eight hospitals in the area which are available to plant personnel. 
5. Fire protection 

No serious fires have occurred at any time during the operation of this facility. 
There is a system of underground fire mains, hydrants, and hose houses. Fire- 
fighting equipment consists of 1 fire truck with a 750-gallon-per-minute pum). 
necessary hose, nozzles, and fire extinguishers, 

Fire protection in the form of automatic sprinklers and individual spray sys- 
tems is installed for the protection of critical areas. The automatic sprinkler 
systems are equipped with standard alarms and are installed in accordance with 
the specifications of the National Bureau of Fire Underwriters. Some of the 
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spray systems are manually operated and others are automatic. They were 
specially designed to protect light hydrocarbon tanks and adjacent equipment 
which would be exposed in case of fire. 

This plant is a member of the Kanawha Valley Mutual Aid Organization. 
The purpose of this organization is to provide emergency service in the event 
of a catastrophe at any of the member plants. 


Vv. FINANCIAL DATA 


This plant has been operated for the account of the Government as an integral 
part of a programwide operation. In addition to its overall administration of 
the synthetic rubber program as a governmental activity, the Reconstruction 
Finance Corporation has centrally administered certain aspects of plant opera- 
tions without the allocation to plants of the related costs. Among the services 
referred to are certain phases of materials procurement, sales and credits, and 
research and development, along with legal and accounting services of the type 
normally performed by a home office. 

The accompanying financial data applicable to this plant are based upon re- 
ports prepared by the operator from plant accounting records maintained in 
accordance with generally accepted commercial accounting practices applicable 
in the circumstances. The control devices employed in the administration of 
program operations include outside audit of the plant accounts and records at 
least annually by independent public accountants under engagement by Recon- 
struction Finance Corporation. 

Generally speaking, however, the practices which have governed the accounting 
for revenues and the allocation of costs beyond the plant production level have 
been geared primarily to reflect operations on a programwide basis, rather than 
by plant, in a manner to meet the needs of overall program administration. 
Accordingly, no attempt has been made to allocate to individual plants the cost of 
administering the synthetic rubber program, interest expense, or other expenses 
and losses incurred at the Washington level. 

In addition, revenues derived from the sale of rubber have been allocate en- 
tirely to the plants producing finished rubber. The butadiene and styrene plants 
reflect no revenues, in the conventional sense, for the reason that such plants 
were supplying a basic raw material to the plants producing finished rubber. As 
hereinafter explained, butadiene and styrene are included in GR-S plant costs 
prior to March 31, 1952, at programwide cost of production and subsequent there- 
to at the cost of production of the particular plant from which supplied. 

Consequently, no conventional balance sheet or profit and loss statement for 
the plant is included herein, since the cumulative results of operations-and other 
financial aspeets of programwide operations would have no proper application 
to individual plants under private ownership and operation. 

However, there is presented as exhibit No. 16 a comparative statement of opera- 
tions of the Government synthetic rubber program for each of the fiscal years 
ended June 30, 1951, 1952, and 1953, reflecting the results of operations on a 
programwide basis. This statement includes types and amounts of expenses and 
losses not identified with, or allocated to, individual plants. 

With respect to this particular plant, pertinent data relative to the investment 
in property, plant and equipment, production costs, and the major types and 
quantities of end product produced are set forth, in appropriate detail, on the 
appended exhibits listed below: 


Title: Exhibit number 


These exhibits and other financial data related to this plant are discussed 
under appropriate headings in the following paragraphs of this section : 


Property, plant and equipment 

As of June 30, 1953, the gross investment in property, plant, and equipment, at 
cost, aggregated $18,439,000, including property in standby, in the amount of 
$4,584,000, representing 1 of the 3 units of the plant. Exhibit No. 12 shows, by 
fiscal years from January 1, 1946, a breakdown of the aggregate investment 
by major property classifications, the totals of additions and retirements, and 
(as supplementary information for ready reference) labor and material expen- 
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ditures for maintenance and repairs applicable to the production department 
only The gross investment reflected at the beginning of the period (January 1, 
1946), in the amount of $17,852,000, is substantially representative of the origins! 
construction cost. The value applicable to property reported surplus to plant 
needs and subsequently disposed of is included in the amount shown for retire- 
ments, transfers, and disposals during the year in which sale, transfer, or other 
final disposition thereof was effected. 

The amounts expended on construction work in progress at June 30, 1953, 
together with the amounts authorized for each uncompleted project, are reflected 
on exhibit No. 13. 


Depreciation accrual 


Depreciation charges aggregating $11,489,000, have been accumulated for ac- 
counting purposes against the property, plant, and equipment remaining in 
service at June 30, 1953, through the application for such purposes of depreciation 
rates determined early in the program without the benefit of operating experience. 
Generally, such depreciation rates were applied to groups of assets on the 
composite rate theory of average life of the facilities making up the groups. 
As the program progressed, and as asset groups still in serviceable condition 
became fully depreciated on the accounting records, it became apparent that 
the depreciation rates thus established were excessive. However, no revision 
of the rates has been undertaken. In addition, the application of the rates was 
continued against the original cost base of the respective asset groups without 
regard to portions thereof on which depreciation had been fully accrued. The 
combination of these factors has had a tendency toward the accumulation of 
excessive depreciation charges. Accordingly, it is apparent that the depreciation 
accrual of $11,489,000, as compared with gross plant cost of $18,439,000, is not 
necessarily an indication of the plant condition at June 30, 1958. 

Net working assets 

An analysis of the investment in net working assets at this plant at June 30, 

1953, is as follows: 
Working assets 
$874, 374 

Receivables 1, 770, 084 
Prepaid and deferred charges 
Inventories : 

Finished rubber 

Work in process_ 

Raw materials, chemicals, etc 

Operating supplies, spare parts, tools 

Items surplus to plant needs 


Total inventories 


Total working assets 5, 473, 305 
Less: Liabilities 505, 569 


Net working assets. 4, 967, 736 


The bulk of receivables represents billings for the sale of rubbers, due a maxi- 
mum of 30 days from billing date. Inventories of work in process and finished 
goods are valued at the cost of production, on a first-in-first-out basis. In- 
ventories of raw materials are valued at the purchase or transfer price, plus 
freight, on a first-in-first-out basis. Inventories of chemicals, operating sup- 
plies, parts, and tools are valued at the average purchase price for each class of 
materials on hand. 

The investment in net working assets, as reflected above, is not necessarily 
‘representative of the average amount which may be required under private 
ownership and operation of the plant. 


Plant production costs 


The conversion costs shown in exhibit Nos. 14 and 15 represent costs actually 
incurred in production operations at the plant level but, as aforementioned, do 
not include the cost of administering the synthetic rubber program, interest ex- 
pense, and other program expenses and losses incurred and recorded at the 
Washington level. In addition, such costs do not include provision for deprecia- 
tion of the plant. 
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Sunmary of plant production costs 


\{ summary of plant production costs, together with production quantities and 
monomer utilization for each of the fiscal years ended June 30, 1951, 1952, and 
}, is presented as exhibit No. 14. Overall production and cost totals shown 

on the exhibit are summarized as follows: 


1953 


ijuction volume, standard GR-S__....._......- long tons__| 21, 508 | 97, 676 51, 169 
ijuction cost, standard GR-S dollars. $9, 889,800 | $46, 074, 900 $19, 548, 800 
st per pound, standard GR-S____.--. 2.222.222... cents... 20. 53 | 21.06 | 17. 06 


— — — _ — — —_ — I —$_$________ —— _ ! -_—- -_—— 


As reflected in the exhibit, a principal factor in the variation in the average 
production cost per pound among the 3 years was the cost of butadiene con- 
sumed. During the period from July 1, 1950, through March 31, 1952, the cost 
reflected is based upon standard transfer prices approximating average program- 
wide cost of production, plus freight, including relatively high cost butadiene 
produced from alcohol. The transfer prices applied are as follows: 





| Transfer | Recycle 
| price credit 
} 





July 1, 1950, through Jan. 31, 1951 s 8. 50 7 
Feb. 1, 1951, through Mar. 31, 1952 e Sn 16. 00 14 


The cost of butadiene consumed during the period April 1, 1952, through 
June 30, 1953, is reflected upon the basis of transfer prices approximately the 
monthly cost of production of the particular plant from which supplied, chiefly 
the Government-owned butadiene plants (Plancor 483), operated by Koppers 
Co., Ine., Kobuta, Pa.; (Plancor 484), operated by Phillips Chemical Co., Borger, 
Tex.; and (Plancor 933), operated by Neches Butane Products Co., Port Neches, 
Tex. 

The average cost of styrene did not vary as sharply as butadiene; however, 
the same general pricing policy applied over the period mentioned. 

The yield figures reflected on the exhibit for butadiene and styrene represent, 
in each instance, the ratio of long tons of net GR-S produced to the short tons 
of butadiene and styrene, respectively, consumed. 


Details of plant production costs 


Details of costs charged to plant production operations during the fiscal year 
ended June 30, 1953, are set forth in exhibit No. 15. These data include for 
each production class the individual elements comprising materials and con- 
version costs. The exhibit also shows quantities and average per pound costs 
of the raw materials consumed, and chemicals used in conversion. 

Certain elements of operating expenses, included as a part of conversion costs, 
would be different under private operation. As previously stated, the costs re- 
flected at the plant level do not include provision for depreciation, and taxes and 
insurance expenses are affected by certain conditions of Government ownership. 
In addition, the plant operating expenses do not include any charge for royalties 
on process patent rights which may be involved under private ownership. How- 
ever, the plant operating expenses do include a management fee paid to the opera- 
tor in accordance with the contract for the operation of the facilities. - This 
element of cost under the Government synthetic-rubber program is accounted for 
as an operating charge to the particular facility. 


Taxes 


A summary of the real property taxes levied against this plant for the last 
year taxes were paid (1952) is as follows: 


Assessed Tax rate Gross | Net amount 


valuation per $100 — paid 


Tax authority 


Union Distriet, Kanawha County, W. Va $900, 000 $2. 1342 $19, 208 $18, 728 
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Insurance 


The insurance expense incurred by this plant under Government operation is 
limited to premiums paid on the following types of insurance: 

(a) Workmen’s compensation and employers’ liability insurance, includ- 
ing occupational diseases ; 

(b) Comprehensive general liability insurance; (excluding property dam- 
age) ; and 

(c) Comprehensive automobile bodily injury and property damage lia- 
bility insurance. 

The total insurance cost for this plant was approximately $9,000 for the fiscal 
year ended June 30, 1953. 

The Government generally follows the practice of self-insuring other types of 
risks, and no charge to plant-production costs is reflected on the appended ex- 
hibits for the equivalent premium costs or losses. The losses incurred in the 
program as a whole are shown on exhibit No. 16. 

Maintenance and repairs 

Expenditures for labor and material for maintenance and repair are shown in 
the following table for each fiscal year. The amounts reflected are for the pro- 
duction department only, being exclusive of such expenses charged directly to 
auxiliary service departments. 


{Thousands of dollars] 


Maintenance and repair 
Fiscal year wes = 





Material | Total 





Total. ._- 





1 Plant in standby Novetnber 1947. 
Plant reactivated September 1950, 


The segregation reflected between labor and materials for the years 1947 and 
1948 has been computed on the basis of the ratio of actual labor and materials 
shown for the years 1951 through 1953. 

Generally speaking, the costs reflected for maintenance and repairs include 
expenditures for alterations (including ordinary rearrangement and relocation 
of plant equipment), renewals, replacements, and betterments unless such ex- 
penditures were expected to result in an increase of plant efficiency or productive 
capacity, or materially to prolong useful service life. In the latter event, such 
expenditures were capitalized as a part of the investment in property, plant and 
equipment. 


Exurrir No. 2 
Masor IMPROVEMENTS SINcE 1950 


1951 


Installed two 5,000-barrel spheres for storage of fresh butadiene with accompany- 
ing pumps and piping. 

Installed four 20,000-gallon styrene storage tanks. 

Installed 12 car unloading rack with second railroad spur for butadiene and 
styrene with accompanying pumps and piping. 

Installed pipeline blending facilities for butadiene. 

Installed styrene circulating pumps for preparing styrene blends. 

Installed facilities for pumping rosin acid soap to all three units. 

Installed 2 latex stripping columns in each recovery unit (total of 6 installed) 
and tied in 1 set of pot strippers to spare the columns. 

Installed bag printing machine. 

Installed stainless steel lined wooden serum, acid, coagulation and soap con- 
version tanks. 
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Installed revised serum and acid lines, including coagulation troughs. 

Installed six Charlotte colloid mills fer preparing antioxidant dispersions and 
emulsions. 

t'urchased seven Yale & Towne lift trucks. 

installed sly duster in the C unit. 

Installed a kerosene vent absorber in each recovery unit. 

installed defoamer facilities in each recovery unit. 

[nstalled inhibitor facilities in each recovery unit. 

Revised compressor and vacuum pump seal water system in each recovery 
unit. 

Purchased 1,000 wooden skids. 

1952 


Installed new temperature controllers on laboratory curing presses. 

Installed facilities for handling stalite in tank car lots. 

Installed fire training ground. 

Installed stainless steel flights on the middle and bottom pass of all driers in B 
unit, thus equipping all decks of the driers in this unit with stainless steel 
flights. 

Installed spare high pressure pump in B unit. 

Installed improved rubber fines recovery in B unit. 

Installed soap, water and hydroquinone surge tanks with backflow safety devices 
to prevent butadiene from backing through charge lines into nenhazardous 
areas in the B unit. 

Installed facilities for charging catalyst in the B unit for the production of cross- 
linked polymers. 

Installed air conditioning in laboratory physical test room and administration 
building. 

Installed spare butadiene compressor in transfer pump house. 

Revised and replaced butadiene feed line between tank farm and polymerization 
buildings. 

Installed 60,000-gallon rosin acid soap storage tank. 

Installed additional latex piping between process buildings for greater flexibility. 

Installed steam pump for unloading styrene. 

Purchased 1,000 wooden skids. 

Installed trench drainage system around A and B recovery units. 


1953 


Installed soap, water and hydroquinone surge tanks with backflow safety devices 
to prevent butadiene from backing through charge lines into nonhazardous 
areas in the A unit. 

Installed dewatering and reslurrying equipment in the A and B units. 

Installed a 90,000-gallon styrene storage tank. 

Floor area 
Exuisit No. 5.—Major buildings (oan 

Administration building: 3 stories high, brick and frame construction, 
basement floor concrete, Ist and 2d floors ; wood flooring on wood joists, 
masonry walls, wood roof trusses, pitch and slag built-up roof on 2- 
inch insulating board and %-inch sheathing ; concrete stairs and stair 
hall 

Guardhouse, time clocks, dispensary, and firehouse building: Con- 
crete floors, masonry and tile walls, wood roof trusses, pitch and slag 
built-up roof on 1-inch insulating board, and %-inch sheathing 

Laboratory building: 3 stories high, concrete floors, concrete frame, 
masonry walls, pitch and slag built-up roof on 2-inch insulating 
board, and %-inch wood sheathing and rafters 

Locker house: Concrete floors, masonry walls, pitch and slag built-up 
roofing On 2-inch wood plank, wood beams, and wood girders 

Garage: Concrete floor, masonry walls, pitch and slag built-up roof on 
2-inch wood plank on wood purlins and wood trusses 

Cafeteria: Concrete floor, masonry walls, brick columns, wood roof 
trusses, pitch and slag built-up roof on 1-inch insulating board and 
%-inch sheathing 


Rubber process buildings: Reinforced concrete floor, masonry walls, 
pitch and slag on gypsum plank, wood purlins, wood roof trusses sup- 
ported by concrete columns 
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aaa nite Floor ai 
Rubber storage buildings: Reinforced concrete floor, masonry walls, eave 


pitch and slag on gypsum plank, wood purlins, wood roof trusses sup- feet) 
ported by wood columns : 15, 15 
Machine shop and engineering stores: 2 stories high, with 30-foot wide 
monitor in center over craneway; reinforced concrete floors and 
stairways, masonry walls, pitch and slag built-up roofing on 2-inch 
gypsum plank on wood purlins 33, 960 
Storage building: Concrete floor, transite walls, wood frame, transite 
roof 3, 000 
Recovery buildings (3) : 1st floor of main structure and control room has 
masonry walls and pitch and slag built-up roof; balance of building 
is tank space, and supported on concrete columns_____-_-_-_~~ each... 18. 730 
Reactor buildings (3): Reinforced concrete column beam and slab con- 
struction supported on concrete piles, Ist and 2d floor level not en- 
closed ; 3d floor outside not enclosed ; central section (meter and con- 
trol room) enclosed, masonry walls; covered by a transite roof, sup- 
ported on steel trusses 
Pigment preparation and storage buildings (3): Masonry walls, rein- 
forced concrete floor; main part of building is 1 story in height, with a 
pitch and slag roof on gypsum plank, wood purlins and wood trusses 
supported by wood columns; the other section of the building is 2-story 
and mezzanine section, with a pitch and slag roof on reinforced con- 
crete slab 28, 500 
Water clarifier 
Chemical building: Concrete floor, masonry walls, pitch and slag 
built-up roofing on 22-inch precast roof slabs, supported on wood 
purlins spanning between brick walls 
Precipitator basins: Exterior and dividing walls of basins are of 
reinforced concrete; a wood walkway is provided at top of each 


Pump and compressor house: Concrete floor, masonry walls, pitch and 
slag built-up roofing on gypsum plank, wood purlins and wood girders 
supported on brick piers and bearing walls 

Brine pumphouse: Reinforced concrete foundations, concrete basement 
and ist floor slab, masonry walis, pitch and slag built-up roofing on 
gypsum plank and wood purlins supported on a wood truss and exterior 
ee icles neat os ies thi eteeainnetiacinninbiniesmncninag ited ncainoaianiede 

Tank farm (transfer) pumphouse: Concrete floor, masonry walls, pitch 
and slag built-up roofing on concrete beam and slab roof structure, with 


Yard switch house: Reinforced concrete foundation, concrete basement 
and ist floor slab, masonry walls, pitch and slag built-up roofing on 
concrete slab supported on concrete beams and columns 


Exuisit No, 6 


Major storage and process vessels 


Units | Use 


Tank farm }For storage of butadiene. 


For storage of styrene. 


mR O 


Acid tanks 
| Caustic tanks 
Brine purification | Raw brine pits 


Purified brine pits... 
Pigment preparation...| Modifier tanks 


For storage of 93 percent 
sulfuric acid. 
For storage of caustic. 
do For storage of spent caustic. 
10 by 14 by 30 feet_| For storage of raw brine. 
do For storage of purified brine 


For storage of modifier. 

For storage. of paste rosin 
soap. 

For storage of antioxident. 


at at pt et het CD 


Pumps and piping 
are provided to operate 
each unit. 
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PIGMENT PREPARATION 
UNIT 


Tanks and vessels_..... 


Colloid mills. .......... 


TANK FARM 


Tanks. . gab i... Sat scGu | 


Weigh scales, pumps, 
instruments and piping 
are provided to operate 
each unit. 


POLYMERIZATION UNIT 


Drums and vessels 


Weigh scales, pumps, 
rotameters, instru- 
ments, turbines, and 
piping are provided to 
operate the unit. 


MONOMER RECOVERY 
UNIT 


Drums and vessels 


Condensers 


Compressors, vac- 
uum — transfer 
pumps, struments 
and piping are pro- 


vided to operate the 
unit. 





ExHisit No. 7 


Major plant process equipment 


Soap makeup tanks-_- 


Water heat tanks 


| 


Water charging tanks. | 


Water surge tanks _-_- 


Catalyst dissolving 
tank. 

Catalyst feed tanks___-| 

Shortstop makeup | 
tanks. | 

Shortstop surge tanks_| 

Antioxidant melting | 
tanks. 

Antioxidant makeup | 


tanks 
Charlotte mills 


Caustic decanter 


Water decanter 


Foam knockout tanks_ 


Butadiene surge tanks. 
Styrene surge tanks-__- 


Stripping columns - - .-. 
renee stripping 


Butadiene receivers - .. 
Column foam traps -- 


Suction drums 
Styrene decanter 


Recycle styrene re- | 
ceiver. 
Vacuum condensers-. | 
Booster condensers... - 
Butadiene condensers - 


12427-5616 





Size or volume 


To make up soap solutions. 

Operated as a soap surge 
tank. 

To heat soap makeup water. 

Reactor charge. 

Operated as a water surge 
tank. 

| To make up catalyst solu- 


tion. 
Reactor charge. 
| To make up shortstop solu- 


tion. 
| Operated as a shortstop surge 
} tank. 
| To heat or melt the antioxi- 
dant. 
| To make an antioxidant 
emulsion. 

To grind antioxidant to make 
| @n antioxidant emulsion. 


| To remove the inhibitor from 
the butadiene. 
To wash the butadiene. 





To polymerize butadiene and 
styrene. 

To store the latex and to 
remove some butadiene 
from the latex. 

To trap foam and latex from 
stripping column in case of 
relief-valve failure. 

For storage of off-grade latex. 

For storage of blended buta- 


diene. 
For storage of blended sty- 
rene. 


To remove butadiene from 
the latex. 

49 feet 6 inches by | To remove styrene from the 
9 feet (12 trays). latex by steam distillation. 
6,500 gallons.......| To remove styrene from the 
latex by steam distillation. 

2,000 gallons.......| To receive recycle butadiene. 
2,360 gallons.......| To trap foam from the strip- 

+ ping column. 

950 gallo | To separate gas from liquid. 
3,000 gallons___...- | To separate recycle styrene 


| and water. 
1,700 gallons.......| To collect recycle styrene. 
| 


| To eqetense recycle styrene. 


0. 
| To condense recycle buta- 
diene. 


i 
| 
| 
| 
| 
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Major plant process equipment—Continued 


FINISHING UNIT 


Tanks and vessels 


Other equipment 


Pump, piping, and | 


instruments are pro- 
vided to operate the 
unit. 


| Brine surge tanks_-_--| 
| Coagulation tanks - 
Soap conversion tanks. 


| Leach tanks... .-.--. 
| Antioxidant emulsion. 


| Oliver filters-...-..---- 
Jeffrey disintegrators - - 
Airveyors_. 

| Proctor & 


| Economy baler --. 


| Richardson automatic 


| Metal detectors 








Nomenclature 


Latex blend tanks----- 


Dilute acid makeup 
tanks. 
Serum tanks___-.----- 


tanks. 


Swartz 
driers. 


Drier discharge con- 
veyor and elevator. 


scale conveyor. 





Baler discharge con- 


veyor. 


| Automatic sly duster- 


Automatic duster 
(Pangborn). 

Duster discharge con- 
veyor. 

High-pressure accu- 
mulators. 

Shaker screens 


Wash mill 


Erie strainer 


Num- 
| r | 





Size or volume 


7,500 gallons 


33,000 gallons... _. 


3 aprons (41 by 9 


feet by 6 inches). 


Baler cavity 
by 


14 by 


(28 


‘ 


| 


| 
| 


| To blend latex and antioxi- 

| dant. 

To make up dilute sulfuric 
acid. 

To receive serum from filters, 

| Used as a surge tank for satu- 

rated brine. 

| To coagulate the rubber from 

| _ the latex. 

| To convert the soap in the 
rubber to an organic acid. 

To wash the rubber crumbs. 

For storage of antioxidant 
emulsion. 

To separate the rubber from 
the wash water. 

To break the rubber sheet to 
crumbs. 

Totransfer therubber crumbs 
to the driers. 

To dry rubber crumbs. 


To bale the rubber crumbs 
| into 75-pound bales. 


To convey the rubber 
crumbs oom the drier to 
scale hoppe 

| Toconvey el weigh the dry 

rubber, 

| To detect metallic contami- 

| nation in rubber baler. 

| To convey the rubber bale 
the duster. 

To dust rubber bales with 
soapstone. 

Do. 





To convey the dusted bale 
to packer. 

To apply the pressure for the 

r system. 

To separate rubber crumbs 
from the serum. 

For processing plant clean- 
up. 

Do. 
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Exursit No. 8 


Major utilities and service equipment 


Num- 


Nomenclature ber Size 


Compressed air... 


Instrument air. -- 


Water treating -. 


Cooling tower... - 


Refrigeration __-- 


Electric power. - - 


Fuller air, electric- 
driven. 

Fuller rotary, electric- 
driven. 


Gardner-Denver _re- 
ciprocating com- 
pressor, diesel- 
driven. 

Ingersoll-Rand port- 
able reciprocating 
compressor, gaso- 
line-driven. 

Fuller rotary, steam 
turbine drive com- 


pressor. 

Fuller rotary, electric- 
driven compressor. 
Permutit-Spaulding 

precipitators. 
Infileo gravity-type 
filters. 


Infileo zeolite softeners_ 
The Marley Oo. in- 
duced-draft type. 
Frick reciprocating 

machines. 


Westinghouse trans- 
formers. 





281 cubic feet 
inute. 


121 cubic feet 
minute. 


550 cubic feet 


4,320,000 gallons per 
day. 
820,000 gallons per day- 


540,000 gallons per day - 


20,000 gallons per 
minute. 

280 toms each, elec- 
call driven. 
Clo system pro- 
vides 1,800 gallons 
per minute at 50° F. 

13,200/460-volt 





Furnish air at 100 pounds per 
square inch gage for baler 
operation and general plant 
use. 


Furnish air at 40 pounds per 
square inch gage for instru- 
ment control. 


For process and cooling water. 


Cooling purposes throughout 
plant. 

Butadiene condensers and after 
coolers on vacuum and 
booster condensers. 


Power received from on 
chian Electric Power Co. at 
Carbide & Carbon’s substa- 
tion at 132,600 volts, where it 
is transformed to 13,200 volts 
and distributed to this plant, 
where it is transformed into 
440,-—220,-110 volt services. 
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Exursit No. 13 


Analysis of construction work in progress at June 30, 1953 


Amount (cents omitted) 
Project 


Authorized sore! 


Reslurring and dewatering equipment 

5,000-barrel sphere for butadiene storage 15, rr 
Surge tank and backflow preventive facilities é | ; 22, 561 
Additional styrene storage i 496 
High-pressure boler fluid pump 1, 004 
Low-pressure boler pump | 1, 603 
Rubber fines recovery A unit 4 1, 570 
Provide adequate relieving capacity for 5,000-barrel sphere 


3, 605 
Miscellaneous (including plant level authorizations) 10, 567 


Total construction work in progress. .....................--.-.---------- 140, 595 


3 





Exuisirt No. 14 


Summary of plant production costs (exclusive of depreciation) fiscal years 
ended June 30, 1951, 1952, and 1953 


| 1952 1953 


Major cost element Cents | Amount | Cents | Amount | Cents 
per (in thou- per (in thou- per 
pound sands) pound | sands) pound 


Production costs: 
Raw materials: 
Butadiene consumed i , 380. ; $10, 512.5 

Styrene consumed __-_....._. . ; . 4, 316.6 


18.6 
Net materials consumed - - . ; ; i | 14,847.7 
Conversion costs: 


s ; . 2, 038. 7 
Utilities . ° { 480.7 
Operating expenses: 

Management fee 





Total conversion costs_ 
Total plant produc- 


Peele (long tons): Standard 


Styrene 
Yield Gong tons of net GR-S to 
short tons of monomers): 
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Exureit No. 15 


Details of plant production cost (exclusive of depreciation), fiscal year ended 
June 30, 1953 


Materials consumed Production cests 


Cost element 


Raw materials: 
Butadiene consumed : : $10, 512.5 
Styrene consumed d : 


5 pet a 8 ‘ 4, 316. 6 
Divinyl benzene ; , 18.6 


14, 847.7 
Conversion costs: 
Chemicals: 
Polymerization emulsifiers . ; 567.0 
Modifiers ; ; 454.8 
Catalysts and activators... ___- EB al a a 3 71.1 
Shortstops 


. b 74.8 
Antioxidants F : 701. 5 


91.3 
14.7 

4.5 
59.0 


2, 038. 7 


Net materials consumed 











167. 4 
139. 8 
173.5 


480.7 


Operating expenses: : 
Operating labor and supervi- 597.6 


sion. 
Operating supplies and ex- 6.1 


pense. 

Maintenance and repair, labor. 263. 2 

Maintenance and repair, ma- |_......--.__}___......---.-----.-]--------- 75.0 
terials. 

Laboratory expense 129. 5 


Packaging and shipping 301. 2 
Property taxes 12.5 


301. 5 
495. 1 


2181.7 
4,701.1 
19, 548. 8 
BL, 169° 








Production (long tons): Standard 
GR-S 


Monomer consumption (short tons): 
Butadiene 
Styrene 
Monomer yield (long tons of net GR- 
8 to short tons of monomers): 
Butadiene 
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Exursit No. 16 


Government synthetic rubber program comparative statement of program 
operations 


INCOME AND EXPENSE 





Fiscal years ended June 30— 


war 1951 =| = 1982 | 


} | 

Income: 
Sales of synthetic rubber ‘| $298, - 047 | $415, 932,537 | $387,712, 241 
Other income. 30, 542 | 625, 632 528, 123 





Total income | “298, 882, 589 | 416, 558, 169 388, 240, ¢ 664 


Be 
i= cane 
| 
| 





Operating cost and expenses: | 
Cost of rubber sold _ ___- d ...| 217,450,504 | 331, 124, 705 306, 818, 629 
Depreciation of operating plants and facilities ___- | 33,365,611 | 40, 635, 392 | a) 
Research and development - . 5, 989, 677 6, 939, 476 6, 084, 387 
Adjustment of raw material inventories to the lower of 

cost or market - | 

Excess of sales freight e xpe nse over freight charged t to cus- 

tomers... ‘ col 2, 268, 133 (104, 249) 1, 065, 068 

Storage and hi andling of finished goods 3 417, 363 | 930, 894 | 826, 449 

Administrative expense. _. hadi bb oe hide a 1, 820, 931 2, 391, 765 | 2, 110, 459 
| 


5, 023, 513 231, 017 


Losses from fire and other casualties. - 579, 939 | 1, 383, 451 1, 410 
Interest on U. S. Government funds invested in net oper- | 


ating assets __ eke ee | 8,663,519 | 5, 305, 646 | 4, 963, 085 
Other expenses and losses __- 142, 449 | 845, 172 | 2, 290, 125 





Total operating costs and expenses ---_...-......---- ; _ 265, 698, 126 304, 475, 765 324, , 390, 629 





Net income from operations. 83, 184, 463 | 22, 082, 404 63, 850, 035 





Other expenses: | 
Provision for shutdown expense aie et | 3, 000, 000 | 1, 500, 000 
Plant reactivation expense... -- | 20, 565, 139 | 1, 982, 158 908, 129 
Expenses for maintenance and “protection of standby | | 
plants and facilities (includes $850,123 depreciation on | 


standby plants for 1952 and $1,104,928 for 1953) 691, 531 986, 704 | 1, 512, 296 





Tree aiar CU. i a eo ao scsnetdeoes~- 21, 256, 670 | 5, 968, 862 | 3, 920, 425 


Net income ; | 11,927,793 | 16,113, 3 2 | ~~ 59, 929, 610 


PRODUCTION AND SALES IN LONG TONS 





Prodnction: 
$715, 732 $637, 748 
83, 534 75, 021 
799, 266 712, 769 





674, 573 658, 888 
71, 978 80, 252 


746, 551 739, 140 





1 Depreciation of operating plants and facilities amounted to $31,437,980 for 1953 of which $28,151,213 was 
allocated to ‘‘Cost of production” and $3,286,767 to other ‘‘Cost and expense” categories and net income 
has been affected accordin 


ngly. 
2 Includes net GR-S content of rubber pigmented with carbon black and extended with oil. 
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GRS-6 Supplement 
GOVERNMENT-OWNED 


SYNTHETIC RUBBER FACILITY 
PLANCOR 980, INSTITUTE, W. Va. 


SUPPLEMENTAL EXHIBITS 
Fiscal Year Ended June 30, 1955 


Rubber Producing Facilities Disposal Commission, Washington, D. C., August 1955 
[Supplement to schedule of Brochure GRS-6] 


GR-S Plant, Plancor 980, B. F. Goodrich Chemical Co., operator, Institute, 
W. Va.—Net working assets at June 30, 1955 
Receivables 
Inventories : 
Raw materials, chemicals, etc 
Operating supplies, spare parts, tools 336, 320 
Items surplus to plant needs 33, T69 


RO ae 870, 215 


Total“working®: netete.. 0 3. in eb beste ee el a eae 372, 878 
Less liabilities 


Mot WORT GOOG. cin ote SL ee a 341, 899 


[Supplement to Exhibit No. 12 of Brochtire GRS-6] 


GR-S plant, Plancor 980, B. F. Goodrich Chemical Co., operator, Institute, 
W. Va.—Summary of property, plant, and equipment, at cost, showing related 
production department repairs and maintenance 


{Amounts in thousands] 


| Jan. 1, 1946,| Fiscal year Fiscal year |Cumulative 

through ended ended through 
June 30, | June 30, | June 30, June 30, 
1953 | 1954 | 1955 1955 


Gross investment at beginning of period $17, 852 | $18, 439 $18, 418 | $17, 852 
Add expenditures for additions and betterments____----| 3,017 | 52 0} 3, 069 
Deduct retirements, transfers, and disposals 2, 430 73 15 2, 518 





Gross investment at end of period » 18, 439 18, 418 18, 403 





| 
Consisting of— 
Property reported surplus to plant needs_----..-.-- 0 | 
Operating property, plant, and equipment: el 
Nondepreciable property__---.......-------.--- 410 | 
Buildings and structures (including services) --- 5, 755 | 
Leasehold improvements (on and off) 1,017 | 
Machinery and equipment 10, 789 
Durable tools (maintenance and repair equip- 
Wate atttiewineds><scaebeenos~ signaled 
Laboratory testing equipment --_----........-.- 
Automotive equipment 
Office and cafeteria furniture, fixtures and 
equipment 
Construction work in progress 








Total operating property, plant, and equip- 
ment 

Gross investment at end of period (as above) 

Repair and maintenance expenditures (for production 
department only, exclusive of repair and maintenance 
costs charged directly to certain auxiliary production 
service centers, chiefly utilities, which, during the 
— tg ended June 30, 1953, approximated $67,700): 

r 





Production department repair and maintenance ex- 
penditures 











' Plant in standby. 
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[Supplement to exhibit No. 13 of Brochure GRS—6] 
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GR-S Plant, Plancor 980, B. F. Goodrich Chemical Co., operator, Institute, 
W. Va.—Analysis of construction work in progress at June 30, 1955 


None. 


(Supplement to Exhibit No. 17 of Brochure GRS-6] 


Government synthetic rubber program comparative statement of program 


operations 
INCOME AND EXPENSE 


Income: 
Sales of synthetic rubber 
STi odunntiminuknny Gtecncsind-meesicnndidintasadabeaianniindandiniinien inal 


Total income 


Operating cost and expenses: 
Cost of rubber sold 
Depreciation of operating plans and facilities 
Research and development 
Adjustment of raw material inventories to the lower of cost or market_ 
Excess of sales freight expense over freight charged to customers. 
Storage and handling of finished goods 
Administrative expense - ‘ 
Losses from fire and other casualties_...................-------.--.-- 


Interest on U. 8. Government funds invested in net operating assets _| 


Other expenses and losses 
Total operating costs and expenses 
Net income from operations 
Other expenses: 
Administrative expenses of the Rubber Producing Facilities Dis- 


posal Commission 
Plant reactivation expense 


Expenses for maintenance and protection of standby plants and 


facilities (includes $1,401,941 depreciation on standby plants for 
1954 and $1,350,357 for 6 months ended Dec. 31, 1954) 


See SE... cineca acankinecstueckonminbccssanaibenae 


Net income 


| 278, 643, 111 


232, 517, 257 


4, 346, 988 | 
41, 778, 866 





Production: 


$277, 911, 217 
73 


’ 


216, 218, 584 
() 


46, 125, 854 


312, 742 





PRODUCTION AND SALES IN LONG TONS 


Dec. 31, 1954 


$143, 546, 797 
581, 531 


144, 128, 328 


111, 797, 873 
() 


2, 123, 295 
53, 554 
(179, 000) 
1, 016, 059 
774, 410 
17, 271 
948, 962 

1, 758, 389 


118, 310, $13 


25, 817, 515 


189, 931 
11, 735 


2, 495, 143 


2, 696, 809 


23, 120, 706 


1 Depreciation of operating plants and facilities amounted to $29,725,202 for 1954 and $12,732,362 for the 
6 months ended Dec. 31, 1954, which was allocated to ‘‘Cost of production’’ and other “Cost and expense 


categories”’ and net income has been affected accordingly 
2 Includes net GR-S content of rubber 


pigmented with carbon black and extended with oil. 
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RUBBER PRODUCING FACILITIES DIsPosaAL COMMISSION 
Washington 25, D. C. 
SUPPLEMENT No. 2 to BrocHuRE GRS-—6, PLANCoR 980, INSTITUTE, W. VA. 
Exhibit No. 7, page 3: 


1. The number of automatic dusters (Pangborn) is now 4. 
2. The number of shaker screens is now 2. 


Dated August 15, 1955. 


Xx 








